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** Accountancy ”’ and the Coal Crisis 


The temporary ban on weekly and monthly publica- 
tions as a result of the coal crisis is responsible for the 
delay in the issue of this number of ACCOUNTANCY. 
It may be added that apart from the actual ban there 
would inevitably have been delay because the printers 
were forced to close down for a time in consequence of 
being unable to obtain more than a fraction of their 
full supply of electric current. We much regret this 
delay and we fear that the April issue may also be late, 
although we shall do everything in our power to 
publish on time. 


Bottlenecks and Crises 


The breakdown last month in the whole of the 
British economy has demonstrated in the most 
forcible manner that we are in the stage of “ bottle- 
neck ’’ economics. It is useless for attention to be 
concentrated upon over-all measures to expand 
industry and trade, to the exclusion of the structural 
maladjustments which lie around us in every direction. 
If not in coal, then the crisis might well have come in 


some other vital industry. It is not at all certain, for 
example, that we might not be placed in a com- 
a position, at a rather later stage, with materials 

. ar ee The shortage of labour is also to 
a very e extent a matter of maldistribution 
between industries. It seems to be high time that 
official attention was paid to the possible emergence 
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of various “ bottlenecks ’’ and consequential crises, 
so that avoiding action may be taken, and the extreme 
dislocation of the last few weeks may not be repeated. 
As for the coal shortage itself, it seems to us opti- 
mistic to aim at a permanent balance simply by 
expansion of home supplies. We have doubts whether 
the coal industry will ever become an important 
exporter, or whether we shall achieve the lower 
all-round cost of production which alone would make 
it possible for British industry in general to be highly 
geared to coal. In the long run, we may have to look 
to coal imports, or to a switching away of industry 
from directions in which coal is consumed most 
heavily, or, possibly, both these solutions may have 
to be accepted. It is appreciated that coal mechanis- 
ation and reo: tion can effect large economies, 
but the demand for substantially increased wages and 
shorter hours, having regard to the strong tactical 
position of the mining trade union, seems to outweigh 
these possibilities. 


Lord Jowitt and the Accountancy Profession 


During the course of the debate in the House of 
Lords on the Companies Bill (on which an article 
appears on page 52), the Lord Chancellor repeated 
his wish that the accountancy profession should be 
established on a more satisfactory basis. It will be 
remembered that Lord Jowitt has previously ex- 
pressed similar views, to which we gure a welcome in 
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ACCOUNTANCY in August, 1946 (page 241). During 
the debate Lord Jowitt said : 

“‘ I think it is thoroughly undesirable that wholly 
unqualified people should act as accountants. It 
is wrong not merely in the interests and protection 
of the public, but also I think in the interests of 
businesses themselves. Just as, if you are wise, 
you take a child to the doctor for an overhaul and 
to see that everything is all right, so I think busi- 
nesses ought periodically to go to their doctor for 
an overhaul, to see that everything is all right. 
After all, the doctor of business is the accountant, 
and I certainly look forward to a time when we 
have a proper Bill dealing with this question, and 
depart from what I think is the wrong practice of 
to-day, when anybody who sets up a plate and 
calls himself an accountant—whether a turf accoun- 
tant or anything else—can carry on. I am sure that 
noble Lords in all quarters of the House would 
probably agree with that point of view.” 

The Public Accountants Bill agreed by the main 
accountancy bodies aims at creating the very state 
of affairs which.the Lord Chancellor has in view, and 
it is encouraging to know that in principle it will 
receive his weighty support. 


Ex Gratia Wage Payments and P.A.Y.E. 


In reply to a question in the House of Lords, Lord 
Chorley stated that payments to workpeople by firms 
compelled to close down by reason of the coal shortage 
would not disqualify the recipients from receiving 
unemployment benefit, provided they were made ex 
gratia and not as an expressed or implied condition of 
employment. It is understood officially that ex gratia 
payments of this nature are subject to taxation 
through the P.A.Y.E. system. At the same time, the 
payments will be admitted as allowable expenses for 
taxation purposes in computing the liability of 
employers. 

The Crown Proceedings Bill 


In our issue of March, 1946, we noted that the 
Government was considering the introduction of a 
Bill to amend the law relating to proceedings against 
the Crown. That some amendment was required 
has for long been agreed and the Bill now published, 
based substantially on that drafted twenty years 
ago, goes a long way towards remedying the defects. 
The Bill, which applies to Scotland and Northern 
Ireland, is to come into operation not later than 
January 1, 1948. Part I will make the Crown liable 
in tort. The Crown will be liable for the acts and 
defaults of its servants and agents for breaches of 
common law duties generally, for breaches of common 
law duties relating to the control or occupation of 
property and for breach of those statutory duties 
which would give rise to liability in tort if committed 
by a subject. This broad liability is however quali- 
fied. No action will lie in respect of acts or omissions 
in the exercise of the Crown prerogative, nor is 
liability carried into spheres where the Crown has 
responsibilities which no subject undertakes. Such 


are defence, maintenance of the armed forces and, © 


strangely enough, the postal service, which, to the 
public, is essentially a vast trading organisation. 
Nevertheless, the Crown will now be liable for loss or 
damage to registered postal packets. Procedure is 
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considerably modified. Hitherto it has been a 
frequent practice for the Crown to nominate a 
defendant in an action in tort. To recover damages 
for breach of contract, the cumbrous process of a 
Petition of Right had to be invoked. Discovery was 
not available. By the Bill, this citadel of artifice, 
antiquity and privilege is largely destroyed and 
proceedings against the Crown are to be assimilated 
to procedure governing actions between subjects. 
Clause 26 makes the process of discovery available 
against the Crown, who may also be required to 
answer interrogatories, subject to a Minister’s right 
to refuse if, in his opinion, disclosure of documents 
or the answering of questions would be against 
public interest. While some safeguard is clearly 
necessary, it is to be hoped that Parliamentary 
amendment can devise a more satisfactory solution 
than a mere Ministerial decision to refuse. Con- 
sidered as a whole, the Bill is good as far as it goes. 
Its most surprising feature is its omission to deal 
with contracts of service. The considerable increase 
in those employed in Government service makes it 
desirable to replace the convention of security by 
a legal bond. As recently as 1944 it was held in 
Rodwell v. Thomas that service agreements with 
the Treasury do not give rise to contractual obliga- 
tions, and such a weakness could justifiably have 
been remedied in this Bill. 


Higher Railway Charges ? 

Last autumn the Charges Consultative Committee 
sat for several weeks at the request of the Minister 
of Transport to advise him on the best way to adjust 
railway charges so that the net revenues of the con- 
trolled railways in 1947 would equal the fixed annual 
sum of £38.6 million. The Committee made its report 
to the Minister on November 15, and on February 24 
he announced in the House of Commons that in view 
of the uncertainty of the level of railway traffics 
during the current year the Government had deferred 
a decision on any possible increase in charges until 
the end of March, when the position would be reviewed. 
If the trends of receipts and expenditure are then un- 
favourable “‘ charges will have to be increased without 
further delay.” It is difficult to conceive that, in | 
view of the industrial stoppages of the past month 
and of the rising level of costs, the next week or two 
will show any marked change for the better. The 
Consultative Committee in reaching their conclusions 
took a favourable view of the industrial prospects for 
1947, and were evidently impressed with the evidence 
given by Mr. Kaldor that the railways’ estimates of | 
traffics might be too pessimistic, given a high level 
of employment. On these assumptions, the Com- 
mittee recommended increases in passenger charges 
to 35 per cent. above the pre-war level (the railways 
had originally suggested 37 cent., as compared 
with the present surcharge of 334 per cent.), and 30 
per cent. for goods traffic (the present surcharge 
being 25 per cent.). The Committee further recom- 
mended that season and workmen’s tickets should be 
maintained at the present rates of 125 per cent. of 
pre-war levels, and that the present surcharge of 
15 per cent. for dock charges for coastal shipping 
should be increased only to 20 per cent. Mr. 
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Barnes decides to increase at the end of 
March, there is no certainty that he will accept the 
recommendations of the Committee—he did not 
follow their conclusions for London Transport fares, 
which were increased on February 9. Indeed, were he 
to take a more pessimistic. view of the new circum- 
stances, the increases might conceivably be more in 
line with the railways’ original suggestions than with 
the Committee’s advice. 


Withdrawal of Tax Concessions 


The Chancellor of the Exchequer has announced 
in a written Parliamentary reply the withdrawal at 
the end of the current financial year (April 5, 1947) 
of certain of the war-time concessions which were 
announced in Command Paper 6559 of 1944, and 
reproduced in thé columns of AccounTANCy for 
December, 1944, and January, 1945. Many of the 
concessions have ceased to be operative in the 

i course of events, and those relating to 
E.P.T. end, of course, with that tax. The concessions 
withdrawn are as follows : 


(a) Income Tax : 

(1) Those in favour of refugees, i.e. individuals 
who became temporarily resident in the 
U.K. because of enemy occupation of their 
own country, and companies whose manage- 
ment and control was transferred here for a 
similar reason. 

(2) Those in favour of allied shipping concerns 
which became temporarily resident for a 
similar reason. 

(3) Those in favour of members of the allied 
mercantile marine and allied flying personnel 
who became based on ports, etc., in the 
U.K. owing to the war. 

(b) Death Duties : 

(1) Those in favour of property abroad of 
persons not domiciled in Great Britain 
which was transferred to, or converted into 

situated in, Great Britain by 
reason of the war. 

(2) The waiver of interest on estate duty where 
securities fell heavily in value and difficulty 
was encountered in realising them in order 
to pay the duty. 


The Bondholder’s Position 

It is ironical that only now, as Britain’s external 
difficulties become increasingly acute, is there any 
general recognition of the part which British capital 
played in happier days in producing “ invisible 
exports.” During the inter-war period, overseas 
investments were inadequately safeguarded, and the 
British authorities acquiesced in carefree defaults and 
compromises which greatly damaged the willingness of 
debtors to meet their obligations. This attitude 
was not improved by Mr. Dalton’s reflections on 
holders of Japanese bonds a year ago. In these cir- 
cumstances, the 73rd annual report of the Council 
of Foreign Bondholders could hardly be an optimistic 
document. It records that, in sharp contrast to the 
position after the 1914-18 war, no marked progress 
is evident towards a resumption of payments by 
enemy debtors. The Council hold, very rightly, that 
resumption of payments would depend in particular 
upon an agreed Allied policy towards the defeated 
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countries, and of this they discern no present sign. 
Indeed, such present indications of policy as may 
affect the position of the bondholders’ claims are not 
satisfactory. There has been some limited progress 
to record during the past year, particularly in the 
European settlements with Czechoslovakia, Denmark 
and certain Norwegian borrowers. But since enemy 
debts represent more than half of the £500 million 
of foreign bonds which are in complete default, these 
settlements are only a partial source of satisfaction. 
Meanwhile, the Council is seeking to safeguard the 
position of the creditors of defaulting States which 
seek assistance from the International Bank. They 
have invited the Bank to ask such debtors for 
assurances that they are taking satisfactory steps to 
meet their existing obligations. Action on these lines 
has been taken by the Council in the particular case 
of an application by Chile for assistance from the 


Chartered Secretaries 


Subject to the consent of the Privy Council, all 
members of the Chartered Institute of Secretaries 
will in future be able to use the designation Char- 
tered Secretary. This right has hitherto been restricted 
to Fellows of the Institute, to Associates who were 
elected before March 25, 1920, and have passed the 
Final Examination (election to Associateship in those 
days being available to holders of the Intermediate 
Examination), and to Associates elected since March 
25, 1920, who passed the Final Examination before 
that date, or alternatively have both passed the 
Final Examination since 1920 and held office as 
secretary, assistant secretary, chief accountant, 
registrar, or chief clerk of an in rated body. A 
large number of Associates have, therefore, not been 
able to designate themselves Chartered Secretary, 
although they have had the right to use the initial 
letters A.C.I.S. At the annual general meeting of the 
Institute held on December 3, 1946, under the chair- 
manship of Mr. Joseph Stephenson, O.B.E., F.S.A.A., 
President, a resolution was adopted to amend the 
bye-laws so that all members may describe themselves 
as Chartered Secretaries. 


War Damage Payments 

At last the War Damage Commission is to be 
authorised to release value payments. The year 1947 
will therefore be a peak year in the work of the 
Commission. The Commission was asked by the 
Chancellor to make recommendations in regard to 
the adequacy of value payments and an Order has 
now been issued ‘by the Treasury giving effect to its 
proposals. The Commission decided that the amounts 
of value —— in general, computed on the basis 
of prices at March 31, 1939, were inadequate. Under 
the Order, where a cost of works payment is con- 
verted into a value payment by reason either of the 
compulsory acquisition of land or of a requirement 
that the damage be not made good, an increase in 
the payment of 60 per cent. over the computed figure 
is to be made. Where partial damage is not made 
good and the Commission has the power to decide 
the amount of the value payment, the maximum is 
increased to 60 per cent. In all other cases, the 
increase over the computed figure is 45 per cent. 
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— ae Journal 
The Annual Subscription to ACCOUNTANCY is 
125. 6d., which includes postage to all parts of the world. 
The price of a single copy is 1s. Od., postage extra. 
All communications to be addressed to the Editor, 
Incorporated Accountants’ Hall, Victoria Embankment, 
London, W.C.2. 


COMPANY LAW DEBATE 


A remarkable feature of the present Parliament is the 
contrast between the asperity of debates in the House 
of Commons and the urbanity of those in the House of 
Lords. It is an advantage that the formidable Com- 
panies Bill has been taken first in the House of Lords, 
for it has thus received a dispassionate and constructive 
consideration which it could not have been given in the 
Commons. The Government showed a laudable willing- 
ness to accept amendments put forward by the Opposi- 
tion Peers, and the suave remark of the Lord Chancellor 
quite early in the first day’s debate, ‘‘ Let it be accounted 
to .me for righteousness that this is the fourth con- 
secutive time that I have accepted an amendment” 
could have been repeated a fortiori later. Similarly, the 
reply of Lord Balfour, “‘ May it not be accounted to us 
for righteousness how much we have improved the 
Bill ? ” was equally apt. 

Some of the minor amendments made in the Committee 
stage to the end of February may be briefly noted. 
Under Clause 3 requisitionists requiring a company to 
give notice of a resolution or to circulate a statement 
will be required to give six weeks’ notice, instead of 
three weeks’, thus giving the company longer time to 
do the clerical work involved. The right to send proxies 
to attend and vote at company meetings remains, but 
an amendment was passed that proxies would be able 
to speak only at the meetings of private companies, not 
at those of public companies. The provision that a 
holding company shall secure that, so far as practicable, 
the financial year of each of its subsidiaries shall coin- 
cide with its own financial year, was amended so that 
the qualification ‘‘ so far as practicable’ was replaced 
by “except where in the opinion of the company’s 
directors there are good reasons against it,” thus avoid- 
ing the difficulties which would otherwise arise, parti- 
cularly with foreign subsidiaries and in relation to their 
taxation liabilities. Consolidation of the accounts of a 
subsidiary may, by an amendment, be dispensed with 
with the consent of the Board of Trade, if not required 
in the interests of members of the company or in the 
public interest, provided the Board of Trade may direct 
the kind of information which, in default of consolidated 
accounts, should publicly be provided. In order to avoid 
a snap decision on the removal of a director by an 
ordinary resolution, words have been inserted requiring 
twenty-one days’ notice of such a resolution. An amend- 
ment will also be made requiring twenty-one days’ notice 
of a resolution for the appointment of a new director. 
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The Lord Chancellor agreed that there were cases 
where it was necessary for a company to make a loan 
to a director urgently and where the machinery of the 
existing Clause 27 was therefore inappropriate; an 
appropriate amendment is to be made on the report 

. Provision is to be made that in the register to 
be kept of dealings by directors in their company’s 
shares, a special entry will be inserted where the director 
is acting as a trustee only. The exception from the 
obligation under Clause 43 to return the accounts of 
private companies is to be extended to the case where 
a body corporate holds shares in the company, provided 
that body is another exempt private company and that 
the number of shareholders in all the exempt companies 
taken together does not exceed fifty. 

Issues of major significance, especially for the accoun- 
tancy profession, arose in regard to the appointment of 
auditors. Despite a weighty statement by Lord Latham, 
speaking for the accountancy profession, the requirement 
that an auditor should be a member of a recognised 
body of accountants was unfortunately weakened. An 
exempt private company—that is to say, one which, by 
virtue of having less than fifty debenture holders and 
not being subject to external control, does not have 
to return its annual accounts—will, under the new 
wording, be able to appoint an unqualified person as 
auditor. It was argued that the case of the exempt 
private company is closer to that of a partnership because 
the accounts are not available for publication, but, 
against this argument, Lord Latham cogently urged 
that among the companies allowed to appoint unquali- 
fied auditors there would be thousands carrying on 
substantial businesses, ‘‘ having obligations to the public, 
to debenture holders, to creditors, and also to their 
shareholders.” It seems to ms a mistake that the 
wording of the original Bill has in this respect been 
qualified. On the other hand, the provision in the Bill 
that the auditor of a private company could no longer 
be a person who is a partner of, or in the employment 
of an officer of the company—which we have criticised 


. previously—has been changed in the right direction by 


allowing the existing practice to continue in the case of 
the exempt private company though not of any other 
private company. There was an attempt to remove 
the clause whereby it is made more difficult for the 
directors of the company to remove an auditor, but 
the Lord Chancellor took the view that “it is of the 
highest importance that the auditor should be com- 
pletely independent to do what he thinks is right. If I 
am told that this clause has the effect of making it 
difficult for a bad company to change its auditor, I say - 
it is for that reason I strongly support it.” He, there- 
fore, refused to delete this clause but gave the assurance 
that he would look at it again to see whether it should 
be made rather easier than under the present wording 
to appoint a new auditor. 

The remaining main change is the far-reaching one 
that Clauses 57 to 62, dealing with nominee share- 
holders and their disclosure through the _ share- 
holders’ register, are to be removed. The Lord Chancellor 
stated that he had amused himself by studying these 
clauses to see how he could evade them. “I played 
at this game for about half an hour one evening and I 
discovered five different ways in that half-hour of 
avoiding these clauses.’””’ The nominee system is, there- 
fore, to be left as at present but, in return, the Board 
of Trade is to be given greater powers to appoint in- 
spectors to investigate the ownership of a company ; 
they will now be aaatites: such appointments not 
where they are “n or expedient in the public 
interest,” but where it appears to them “‘ that there is 
good reason so to do.” 
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The Economic White Papers 


By OSCAR R. HOBSON 
City Editor of the “News Chronicle’’ 


The importance of the two economic White Papers 
issued in the past two months is that they contain 
the first really comprehensive and connected state- 
ment of the Government’s views on the present and 
prospective economic state of the country, and of 
the policy it proposes to pursue in respect thereto. 

Relations between Employers and Workers 

The first White Paper entitled ‘‘ Statement on the 
Economic Considerations affecting relations between 
Employers and Workers’ (Cmd. 7018) contained a 
short survey of the manpower, uction and export 
positions with somie general information about costs, 
wages and prices. It opened with the statement that 
“the position of Great Britain is extremely serious,”’ 
and proceeded to point out that “‘ the biggest problem 
is the almost universal shortage of manpower,” and 
that to pay our way abroad whilst maintaining our 
standard of living we must force up our exports to a 
level 75 per cent. above the pre-war volume. It 
affirmed that for this purpose it was essential to keep 
down production costs, including wage costs. Since 
1939 wage rates had risen greatly. These gains could 
only be made secure, ‘‘ become a permanent advance 
in real wages,” if production were increased. “ At 
present there is too much money chasing after too 
few goods.’ Total income of the community “ after 
paying income tax is well over £7,000 million, while 
the volume of goods and services available to be 
bought by consumers is only about £6,000 million 
at present prices.’”” To remedy that disparity it was 
necessary “to steady the costs of production, to 
man up the essential under-manned industries, and 
above all to step up production until we have struck 
a balance between total demand and total supply.”’ 
In co-operating with employers to this end, workers 
need not fear widespread and prolonged unemploy- 
ment arising out of lack of demand, though there 
might be “ patches of enforced unemployment ’’ due 
to shortage of supplies of raw materials. (This White 
Paper, incidentally, was published before the acute 
fuel crisis.) 

Economic Survey for 1947 

White Paper No. 2, entitled “‘ Economic Survey 
for 1947’’ (Cmd. 7046), is much the larger and more 
important of the two. It is divided into four main 
sections, namely (1) a statement on the nature, 
methods and limitations of ‘‘economic planning,”’ 
(2) a review of economic progress as regards pro- 
duction, consumption, imports and exports in the 
period July,. 1945, to December, 1946, (3) a review 
of the situation in 1947, covering such matters as 
the import and export programmes, the “ dollar 
problem,” the state of the basic industries, their 
- manpower and production objectives for the current 
' year, and (4) conclusion. 


Democratic Planning 


The third section dealing with the outlook and 
programme for the current year is, of course, much 


the most important, but a few words first on the very 


illuminating essay on economic planning which forms 


the first section. Here it is explained that “ there is 
an essential difference between totalitarian and 
democratic planning.’ Totalitarian planning sub- 
ordinates the desires and preferences of individuals to 
the will of the State. But a democratic people will 
not, in time of peace, give up their freedom of choice 
to the Government. The British Government, though 
it can exercise a certain number of “ direct controls ”’ 
over the use of scarce resources (e.g., rationing, raw 
material allocation, import licensing, building licens- 
ing, capital issues control, etc.), no longer has the 
power to “ direct ’’ labour and does not control wage 
rates. Therefore, though it is seeking to develop a 

tem of economic planning, backed by an organisa- 
tion which collects and digests relevant information 
and a series of economic “ budgets ’”’ relating needs 
to resources, it cannot enforce its plans but can only 
“‘ influence the use of resources in the desired direction 
without interfering with democratic freedoms.”” The 
White Paper, throughout, is at pains to emphasise 
the limitations of the Government’s powers. It 
insists that its import estimates are a “ programme,” 
but not a “ forecast,”’ and that its suggested industrial 
production targets are ‘‘a framework, not a blue- 
print.” This deprecatory tone of the White Paper 
has led some critics to affirm that it represents an 
“abdication ” or a “‘ confession of bankruptcy” on 
the part of British Socialism, that what the White 
Paper contains is not a plan, but a series of pious 
hopes, the realisation of which the Government makes 
little claim to be able to control. 


Prospects for 1947 

Be that as it may, the section of the White Paper 
dealing with the immediate future (and it must be 
emphasised that no attempt is made to look to the 
time, a year or so after the end of 1947, when the 
American loan will be exhausted) must obviously 
not be read as though its stated intentions and 
aspirations were accomplished facts. : 

The section starts by saying that “the central 
fact of 1947 is that we have not enough resources 
to do all that we want to do : we have barely enough 
to do all that we musi do.”’ To get all we want, 
production would have to be increased by at least 
25 per cent., and that “ is clearly impossible in 1947.” 
In those circumstances first things must come first. 
We can live without radio sets and furniture, but we 
cannot live without imported food. We could even 
live without new houses, but national existence will 
be impossible unless we can produce enough coal and 
electricity. Therefore, “ first importance must be 
attached to payment for — and to basic in- 
dustries and services, particularly coal and power.” 


Balance of Payments 


This brings us to the import programme for 1947. 
In 1946, owing to world shortage of supplies, we 
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imported only 70 per cent. of 1938 quantities, and 
had to draw on stocks. For this year the programme 
is to import 80-85 per cent. of 1938 volume. It repre- 
sents an estimated f.o.b. cost of £1,450 million (725 
for food, 525 for raw materials, 60 for machinery, 55 
for oil, 50 for tobacco, 35 for consumer goods), com- 
pared with an actual corresponding figure of £1,100 
million in 1946. 

In addition to this £1,450 million we shall have this 
year to provide an estimated £175 million (against 
£300 million in 1946) for Government expenditure 
abroad on occupation troops, etc. Thus our total 
overseas liability to be met out of exports, visible 
and invisible, will be £1,625 million. It would be 
“unsafe to plan in 1947 to borrow more than {350 
million net.’’ Net invisible income may amount to 
£75 million, and £1,200 million is thus left to be 
provided by exports and re-exports. In 1946 exports 
totalled £900 million, but at the end of the year they 
were running at about £1,100 million. No expansion 
can now be expected in the first half of 1947 ; but a 
strong effort must be made to regain lost ground in 
the second half of the year, and an export target of 
140 per cent. of 1938 volume is therefore set to be 
reached by end-1947, as against an end-1946 level of 
110-115 per cent. of 1938. Export targets are being 
worked out for individual industries, but it is recog- 
nised that “‘ it will be extremely difficult to achieve ” 
the global target. 

The £350 million prospective deficit for 1947 (which 
compares with a realised deficit of about £450 million 
in 1946) will come mainly from the United States and 
Canadian credits, of which £955 million remained 
unexpended at the end of 1946. The drain on the 
credits in 1946, however, “threatens to be much 
larger than this,” since after the middle of the year 
the obligation to convert sterling arising from current 
transactions may result in some loss of dollars. 
Moreover, the dollar position is more difficult than 
would appear from the overall payments deficit, 
because we are now drawing about 42 per cent. of 
our imports from: the Western Hemisphere, and are 
sending only 14 per cent. of our exports there, whereas 
in many countries of the Eastern Hemisphere we sell 
more than we buy. To that extent the drain on our 
dollars will exceed our total deficit of £350 million. 
(On the import and exports estimates given, the 
visible deficit with the Western Hemisphere would be 
about £440 million.) 


Basic Industries 


Next, the White Paper deals with the targets for 
the basic industries and services. Of coal, we pro- 
duced in 1946 189 million tons, but consumed 194 
million tons, and there are now no more stocks to 
draw on. “ We cannot afford to set a lower production 
target for 1947 than 200 million tons,” and even this 
will be hard to secure. In the attempt to secure it 
the Government aims at increasing the mining labour 
force from 695,000 to 730,000 in 1947. For the rest 
it “ will take all possible measures to secure economy 
in the use of coal.” 

Shortage of electric power is due, apart from coal, 
to postponement of the normal programme of ex- 
pansion of generating plant during the war. High 
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priority is to be given to the production of new plant, 
but it will take some years to overtake arrears. 
Meanwhile the Government will do a 
possible to increase generating plant by the use o 
smaller units and by emergency measures. (Curiously, 
nothing is said in the White Paper about the measures 
now being actively pursued for spreading the power 
load by the introduction of shift working and 
“‘ staggered ’’ hours of work in industry.) 

Shortage of steel the Government proposes to 
control (pending the completion of the steel industry’s 
expansion programme) by discouraging further ex- 
pansion in 1947 of the big steel-consuming industries. 
As for transport, the large arrears of maintenance on 
the railways “‘ must be made good as soon as possible ”” 
—unfortunately recent events, including the cutting 
of timber and steel allocations, threaten to impose 
new delays on the realisation of this hope—while 
“we must build more ships’”’ so as to restore the 
tonnage of the British merchant fleet, which is now 
only 13.9 million gross tons against 17.4 million at 
the beginning of the war. 

Of agriculture the White Paper says that the 
Government’s policy is to adjust the industry to 
post-war needs while retaining and improving on 
the war-time gains in efficiency—net output rose by 
35 per cent. in the war—by switching production as 
rapidly as the cereals position permits from the 
production of crops for direct human consumption to 
production of livestock, especially pigs and poultry, 
thus saving foreign exchange. 

In dealing with building and capital equipment, 
the White Paper notes that while the building labour 
force has risen nearly to pre-war level, output 
man-year is far below pre-war, and scarcity of materials 
—first timber, then structural steel and bricks—is a 
serious restriction on production. The Government 
aims at apportioning work on capital equipment and 
maintenance in 1947 as to 48 per cent. to construction 
(including 20 per cent. for housing), and 52 per cent. 
to plant for industry, transport, road, electricity, etc. 
It proposes as an objective that in 1947 “at least 
15 per cent. more capital equipment and maintenance 
work (apart from new housing and housing main- 
tenance) must be done than was done in a normal pre- 
war year.”” The slightness of this proposed increment 
over pre-war has, in view of the present dismal con- - 
dition of our industrial equipment, shocked many 
critics: it certainly exposes the nakedness of the 
land as regards our present capacity to “ do all that 
we want to do.” 

Manpower 


Finally, as to manpower, “‘ Economic Survey for 
1947 ”’ says that our labour force in civil employment 
at end 1946 was 18,122,000; that it would be un- 
likely, except for special measures, to rise above 
18,300,000 in 1947; that that is not enough; that 
the Government nevertheless do not propose to delay 
the raising of the school-leaving age, which would 
provide the productive system with an extra 160,000 © 
juveniles ; that the Government propose to appeal 
to women who are able to do so to enter industry ; 
and that they intend to find employment for the Poles 
who are here or are coming here, and to extend the 
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recruitment of “‘ displaced persons ’’ on the Continent 
to work here. 

From all these sources the Government hopes to 
get at least 100,000 additional workers this year, 
raising the total employment force to 18,400,000. 
This objective, too, has been widely criticised as 
“not enough.” 

Such, briefly summarised, is the tenor of the 
White Paper “Economic Survey for 1947.” It 
concludes by stressing the obvious fact that in the 
longer view “ increased output per man-year is the 
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only way to expand production and’ the standard of 


living,’ and that this can only be done “ by the 
organised combined effort of men, management and 
machines.” It calls for “a great constructive effort 
by all the British people,” and affirms that “ there is 
now no place for industrial arrangements which re- 
strict production, prices or employment.’ Such 
arrangements grew up in times of shortage of work 
and empty order books—but now “ there is no such 
shortage, nor need there ever be under a policy of 
full employment.” 


Local Authorities and the Planning Bill 
By A. H. MARSHALL, Ph.D., AS.A.A., City Treasurer of Coventry 


So much of current legislation provides for the 
newly acquired duties of the State to be handed 
over to public corporations, all smacking suspiciously 
of the same mould and removed from close democratic 
control, that local authorities will find the Town 
and Country Planning Bill refreshing, in that it 
anne extensive duties upon existing local authorities. 

unties and county boroughs are to be the planning 
authorities, thus reducing the number from 1,441 
to 145, but the district councils are to carry out 
some part of the work, including eventually the 
granting of permissions under the plan, and the pur- 
chase and development of land. The Minister has 


default powers, and power to compel the creation of | 


Joint Boards covering the area of more than one plan- 
ning authority, e.g., for such areas as the Lake District, 
a power which is likely to be freely used. The gradual 
extension of the unit of area for planning is inter- 
esting. Joint Committees were first provided for in 
1919, and in 1929 county councils were given plan- 
ning powers. Now the Minister is to have power to 
compel the creation of Joint Boards. 

The powers of the Minister, to issue regulations, 
approve action and hear appeals, are considerable. 
A close liaison between the Minister and the planning 
authorities will be a sine qua non of the new system. 
If the Minister can evolve a satisfactory method of 
devolution to his regional officers, the working of 
the Bill is likely to be much helped, and incidentally 
he will have solved a problem which has defeated 
some of the other Government departments. 

The survey and the outline plan must be completed 
within three years, and the plan must be reviewed at 
intervals not greater than five years. 


Land Values 


Of the far-reaching effects of the Bill upon land 
values, local authorities are concerned with several 
important features. The deflation of the value of 
all undeveloped land to its value for existing use 
will greatly lessen the cost of acquisition of land for 
public purposes, and in particular will make possible 
. the preservation of many a green belt hitherto 
beyond the pocket of the local authorities. Claims 
for “‘ injurious affection ”’ can no longer deter local 
authorities, for the deflation of values to existing 
use has enabled the Government to confine such claims 
to those cases where a building is pulled down or 
prohibited, and the building, or the use to which 


the land was being put, did not contravene the scheme. 
There are cases where the local authority can be 
compelled to buy land on refusal to allow develop- 
ment, and some incidental provisions for compen- 
sation in respect of preservation of woodlands and 
prohibition of advertisements. The Minister claimed 
during the second reading that the Government had 
the support of the Uthwatt Committee in adopting 
the general principle that “ the obligations of neigh- 
bourliness are identical with the obligations of good 
planning.” It is thus that the Government justify 
the view that the £300,000,000 fund to be shared 
among owners is an ex gratia payment. From the 
point of view of the present article—that of the local 
authorities—the important consequence flowing from 
the attitude taken by the Government on compen- 
sation is that the fear of heavy potential claims for 
injurious affection will disappear. 

Again local authorities will rejoice—though land- 
owners may mourn—at the pegging of prices for 
acquisition of land at 1939 values. Equally welcome 
to local authorities will be the more flexible 
ments for developing land where the owner is unable 
or unwilling to do so. The Bill prescribes a new 
device of “ designation” of land which the local 
authority is likely to want to purchase for any of its 
functions or for the purposes of the planning scheme 
over a period of several years. The aim is to give 
warning to landowners well ahead. Great discretion 
will be needed in working this clause, if the desig- 
nation is to be realistic, and not based upon vague 
notions of what the local authority may wish to 
acquire under ideal conditions unlikely to prevail. 

On the purely planning side the stringent control of 
advertisements. is of special interest. There are to 
be whole areas—and during the Second Reading the 
Minister said he intends to include most rural areas 
—where almost all forms of outdoor advertising will 
be prohibited. 


Development by Local Authorities 


Perhaps the most interesting features of the Bill 
from the financial point of view are the large-scale 
development of areas by local authorities, and the 

iving of Government grants for planning purposes. 
rants for town planning are at present unknown, 
except for the redevelopment of blitzed and blighted 
areas under the 1944 Act—provisions which as yet 
have not come into effective operation. The present 
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Bill replaces and greatly extends the limited grants 
of the 1944 Act. 

The Bill visualises that local authorities will acquire 
and develop extensive areas—blitzed, blighted and 
others. Normally the local authority, having 
acquired the freehold, will re-plan and let the sites 
to private developers on leasehold tenure, though 
local authorities are given power to develop them- 
selves. Local authorities, especially those in blitzed 
areas, will thus become important estate developers. 
For this work they will need suitable administrative 
machinery for estate management, and considerable 
financial resources. The capital needed will be 
large, even if judged by the existing capital expendi- 
ture of local authorities. It will be “ of the order of 
£600,000,000 ” in blitzed areas alone, and will be 
spread over a period of 25 years, according to the 
White Paper. There will doubtless be an interim 
period when the capital will be partially unremunera- 
tive. Also many schemes may, because of the 
thinning out of population or displacement of in- 
dustry, never be self-supporting. Of the novel 

21 pe of large-scale leasehold management by 

ocal authorities there might be mentioned the 
following—the establishment of the best unit of area 
for a scheme, the pitching of the ground rents at 
the proper level, development in an orderly fashion, 
decisions as to the extent to which the local authority 
itself is to embark upon the building, the allocation 
of land for civic purposes, and provision of temporary 
facilities for displaced traders. 


Government Grants 


To assist local authorities financially, the Bill 
provides for a scheme of Government grants, at higher 
rates in the early years, and at higher rates for blitzed 


March, 1947 


areas. Though tions are to prescribe detailed 
schemes, it is clear that the intention of the Ministry 
is that grants will take the form of a percentage of 
the loan charges on the capital cost of acquiring and 
clearing the areas, weighted according to the local 
authority’s financial strength and according to the 
reconstruction burden which it is called upon to 
bear. The grants will be for a period not exceeding 
60 years, the maximum rates being 90 per cent. for 
blitzed areas and 80 per cent. for blighted areas. 
In the Financial Memorandum to the Bill the cost to 
the Exchequer is given as ““ £100,000 in the year ending 
March 31, 1948, rising to about £3,000,000 per annum 
five years later and to an ultimate peak of two to three 
times that amount.” A substantial proportion of these 
sums will go to the relatively few blitzed areas. The 
sums which individual authorities are to receive are 
thus appreciable ; and it is not surprising to find that 
the Bill provides for close Ministerial supervision of re- 
development activities. Grants, normally on a 
capital basis, will also be payable in respect of com- 
pensation paid and land acquired for planning 
purposes generally, i.e., otherwise than for compre- 
hensive redevelopment schemes. 

The proposed grant scheme is not altogether liked 
by local authorities notwithstanding the high rates of 
grant. They would have preferred a scheme of defi- 
ciency grants which would automatically have catered 
for the many factors which a grant based solely upon 
loan charges ignores. 

It has been the fear of financial consequences— 
claims for compensation and high cost of acquisition 
—which has held back planning in the past. The 
present Bill is a genuine attempt to solve these 
difficulties, and to enable the country to put into 
operation the nation-wide scheme of planning so 
cogently advocated in the Barlow Report. 


The Future of the Accountancy Profession 
in South Africa* 


By PROFESSOR B. J. S. WIMBLE, A.S.A.A., Professor of Accounting, University of 
the Witwatersrand, Johannesburg 


It is now nearly a hundred years since accountancy 
started as a profession in Scotland. This period has 
seen great changes in the world’s economic structure 
and correspondingly great strides have been made by 


the profession. There are indications, both in Great - 


Britain and in South Africa, of a growing concern re- 
garding matters of public interest and of an increasing 
appreciation of the accountant’s responsibilities to the 
State. The profession is in a unique position to make 
an appreciable contribution to public welfare. 


Selection of Articled Clerks 
A rather haphazard method of selecting articled 
clerks has been prevalent. Better results might be_ 
obtained by giving preference to those whose Matricu- 
lation results revealed a high degree of ability in 
particular subjects instead of to those with a high 


* Extracts from the inaugural lecture on the reinstitution 
of the Chair of Accounting. 


average mark. Aptitude tests might be considered, and 
more attention might be paid to the wishes of the 
prospective accountant and less to those of his parents. 


Academic Training 

It is doubtful whether it is any longer possible to 
acquire all the desirable theoretical knowledge by part- 
time study in as short a time as five years. Methods 
of improving academic training have been considered 
both in England and in South Africa. The proposals 
that have so far been made here will not, however, have 
the far-reaching effects of the scheme which has now 
been adopted in England, where it has been decided 
that the Universities are to play a more significant 
part in the education of the accountant of the future. 
They cannot, of course, undertake his complete training. 
They cannot teach him accuracy, or general knowledge, 
or the systematic methods which are essential where 
there is a large volume of transactions to be checked, 
or the advantages, limitations or technical details of 
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mechanised accounting systems. He has to learn from 
experience when and to what extent departure from 
principle can be condoned, and professional etiquette 
can best be taught by example. 

The Universities can, however, teach him the basic 
principles of the various subjects necessary for his 
professional career and they can emphasise the fact 
that these subjects are all based on reason and logic, 
They can train him to apply these principles in various 

sets of circumstances. They can develop his critical 
‘oatiiies and they can stimulate original thought. 

The example of some of the older professions is now 
being followed in England and the period of practical 
experience which has chiefly been relied upon in the 
past is being made complementary to a university 
education. It is an experiment and is not yet being 
made compulsory; but it is an experiment which is 
practically certain of success. 

In South Africa, the profession has worked closely 
with the Universities for a great number of 
Largely as a result of the foresight of the Transvaal 
Society of Accountants, a Chair of Accounting was 
created in 1914 at the South African School of Mines 
and Technology (which afterwards became the Univer- 

sity of the Witwatersrand) and since then part-time 
lectures have always been provided for articled clerks. 
It is to be hoped that the time is not far distant when 
the South African Societies will adopt a plan similar to 
the English one. 


The Professional Examinations 

The standard maintained by the South African 
Accountants’ Societies’ General Examining Board is of 

a high order, but there are certain changes both in the 
scope of studies prescribed and in the method of exami- 
nation employed which, though revolutionary in some 
respects, may still be thought worthy of consideration. 

The time limit is undoubtedly the greatest bug-bear 
of all examination candidates. Speed may be an 
important factor in de the emoluments an 
individual can command, but it is of comparatively 
minor importance as far as the public interest is con- 
cerned. The examiner realises that the work submitted 
to him cannot possibly reflect a candidate’s considered 
opinion, and tends to be too lenient. If more or less 
unlimited time were allowed, the pass mark raised, and 
a smal] penalty on a graduated scale inflicted on those 
who exceeded the normal time, it might well result in 
an even higher standard of nee ability being 
maintained. 

Practical Training 

If, in the past, our academic training has not always 
been of the highest possible order, this has been more 
than outweighed, not only by the high standard of the 
professional examinations which have always guaranteed 
a minimum degree of ability, but also by the advantages 
of the system of articles of clerkship. This system has 
ensured, as far as it is possible to do so, that all qualified 
accountants have secured a knowledge of many types 
of businesses and their problems, that they have had 
the opportunities of meeting a wide circle of business 
acquaintances and that some at least have had the 
invaluable experience of working closely with the leaders 
of the profession. It is the combination of these factors 


which results in breadth of outlook, in the ability to 
distinguish right from wrong, in the attitude which 
frowns on practices which, if strictly within the letter 
of the law, are contrary to its spirit, and which has the 
courage to take a more lenient view of technical irre- 
gularities which can harm no one. 
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Research 

Research is essential to progress in all walks of life 
and it has been realised both in Great Britain and in 
South Africa that, if the accountancy profession can 
benefit by close association with the Universities, the 
latter, as far as research is concerned, have a great deal ° 
to gain from close association with the profession. 
Accountants in public practice have unique oppor- 
tunities for observing current developments in industry 
and commerce, but they do not, as a rule, have the 
time at their disposal to give them the thought and 
attention which they merit. The Universities, on the 
other hand, are not, in normal years, pressed for time, 
but they are handicapped by the want of raw material. 
Mutual assistance will have far-reaching effects for the 
good of the profession and of the community. 

There is a wide field in which research can be carried 
out. It includes matters of pure accounting such as the 
preparation of the accounts of holding and inter-locking 
companies, the valuation of stock-in-trade and methods 
of providing for depreciation. All these questions have 
a special significance in this country. The field also 
includes questions of a more general nature upon which 
accountants are particularly qualified to speak, such 
as the improvement of systems designed to increase 
business efficiency, the practical consequences of current 
financial legislation and the possibility of checking anti- 
social business practices by the compulsory disclosure 
of information in accounts. 

Research is being undertaken on an basis 
in England, both the Institute of Chartered 
Accountants and by the Society of Incorporated 
Accountants and Auditors. In South Africa a Research 
Committee composed of members nominated by the 
Incorporated Society, the Transvaal Society of 
Accountants and the University of the Witwatersrand 
has been formed and it is now preparing its first publi- 


cation. 
Recent Progress in Accountancy 

Until about fifteen years ago, the published accounts 
of public companies were, as a rule, singularly unin- 
formative. Profits were often grossly under-stated and 
the words of a learned judge that “ the purpose of the 
balance sheet is primarily to show that the financial 
position of the company is at least as good as there 
stated, not to show that it is not or may not be better ” 
were often looked upon as authority for the under- 
statement of the profits. In 1931 the Kylsant case 
was responsible for bringing these shortcomings forcibly 
to public notice and it left no doubt in the profession 
that all was not well with current practice. 

In South Africa, the Companies Act was amended in 
1939, and at that time its provisions regarding accounts 
were far in advance of current English legislation. The 
recommendations recently made by the Cohen Com- 
mittee in England, largely as a result of representations 
by the accountancy profession, will have an even more 
far-reaching effect and it is to be hoped that many of 
them will soon be adopted in this country. 

If accounts are to be relied upon as an aid to manage- 
ment, it must be of the greatest importance that they 
should be prepared on the most scientific lines consistent 
with economy. But the economic effect of the decisions 
which are taken as a result of the information revealed 
by accounts must not be overlooked. In this respect, 
ultra-conservative accounts, by understating profits in 
good years and sometimes by overstating them in bad, 
had a certain value in that they tended to induce directors 
to follow a sound financial policy which to some extent 
must have counteracted the effects of the trade cycle. 
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The Accounts of the State 


No corresponding progress has been made in the ~ 


accounting methods adopted by the Government, and 
the latter is still content to work on a basis of receipts 
and payments. Anticipated revenue and expenditure 
play an important part in determining Government 
policy and, if it is essential for private enterprise to be 
properly informed regarding profit and loss, it must be 
equally important that official accounts should be 
prepared on the basis of equally sound accounting prin- 
ciples. Proper allocation of capital expenditure over 
the period of its expected usefulness might well result 
in the financial implications of proposed reforms being 
seen in better ive, in progress being accelerated 
and in a more far-sighted policy being adopted. 


The Accountant and the Community 

We, as a profession, cannot altogether escape blame 
for any shortcomings of the State in our particular field. 
In the past we have confined our activities mainly to 
safeguarding the interests of our clients or our employers 
and we have, I believe, earned the reputation of prefer- 
ring their interests to our own. But in a democracy 
this is not enough and the recent war has left no doubt 
in our minds that it is our duty to take a more than 
casual interest in the affairs of the community in which 
we live. 

The accountant in is in an ideal position, not 
only to gauge the effect of aap in legislation, but to 
study practices which are contrary to the public good 
and to suggest desirable and workable remedies. 

The authorities sometimes accept audited documents 
at more than their face value, irrespective of the wording 
of the auditor’s report or the object for which the 
documents have been prepared. Income for taxation 

is, for example, sometimes so different from 
profits estimated on sound accounting principles that, 
if an auditor certifies an account to be a true statement 
of profit and loss, it does not necessarily mean that it 
is, in his opinion, a satisfactory document upon which 
to base an income-tax assessment. The question might 
be considered, and of course discussed with the pro- 
fession, whether all companies should not be obliged to 
have their income-tax returns audited and certified to 
‘be true statements of income for taxation purposes, 
according to the books and to the best of the auditors’ 
knowledge and belief. The same principle might be 
applied to returns of general information, particularly 
as they affect senior officials. 


The Accountant in Private Enterprise 
The accountant in practice, in addition to his duties 
as an auditor, is frequently consulted as a financial 
adviser, as an expert on taxation, as a cost accountant 
and in many other capacities. In addition, unless his 
clients are to suffer the continuous visits of innumerable 
Government inspectors, he will have to accept respon- 


sibility for verifying the correctness of information. 


contained in various official returns, the number of 
which is continually increasing. 

In all branches of commerce and industry, and even in 
bodies of a quasi-public character, we have become 
accustomed to members of the profession holding 
important positions, not only as secretaries, accountants 
and cost accountants, but in managerial and other 
executive posts which require sound judgment and 
breadth of outlook rather than an expert knowledge of 
accounting. And if the size of the business unit in 
South Africa continues to grow, and if the number of 
organisations which have a large number of branches 
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continues to increase, it is probable that the services 
of accountants will be used more in the capacity of 
internal auditor. Recent developments in the United 
States of America are dealt with in a series of addresses 
published in book form entitled ‘‘ Internal Auditing—A 
New Management Technique.’* Apparently the re- 
sponsibility of internal auditors has developed to a 
great extent in recent years, and they now not only 
undertake the verification of accounting records, but 
also act in a liaison capacity between a head office and 
its branches, with a view to promoting goodwill, 
standardising improved methods and generally acting 
as efficiency experts. It is interesting to note that, in 
that country, many internal auditors are recruited from 
the ranks of the profession. 


The Accountant in Government Service 

If the services of accountants have been found to be 
of such great value in private enterprise, it is a matter 
for remark that they are not in equal demand in the 
public service: It is essential to abandon our present 
policy of recruiting only at the bottom of the ladder ; 
we must make it known that ability, initiative and energy 
will receive recognition. 

Accounting plays a not unimportant part in the public 
service, and the methods presently employed are in- 
elastic and sometimes cumbersome. The 
Council has remarked that in accounting organisation 
much can be learnt from large-scale private enterprise. 
There must be posts in every department with respon- 
sibilities and scope for initiative which warrant their 
being filled by qualified accountants. Their services 
would also be of the greatest value in all taxation matters 
and in carrying out inspections and investigations of 
various kinds. And one, would expect qualified 
auditors to be employed in some of the more senior 
posts in the Auditor-General’s Department. 


ices of 


* Published by Brock and Wallston under the a 
ohn B. 


the Institute of Internal Auditors, Inc.. Editor, 
Thurston. 


The Officers’ Association 


The annual meeting of the Council of the Officers’ 
Association was held at 8, Eaton Square, London, 
S.W.1, on January 29. The annual report for the year 
to September 30, 1946, showed increased activity in all 
branches. Total expenditure was £122,000, including 
£94,000 (compared with £53,000 for the previous year) 
for the relief of distress. The Employment Bureau, 
now perhaps the biggest work of the Association, is 
placing 100 ex-officers per month in permanent employ- 
ment. 

The Ex-Officers’ Widows Trust provides annual 
payments to sixty widows in necessitous circumstances. 
The Earl Haig Trust is now helping about fifty officers 
suffering from chronic or semi-permanent ailments, and 
it is anticipated that this work will increase in the next 
few years. 
It is hoped to establish a home to accommodate about 
forty aged and infirm ex-officers. The need is urgent. 

Educational grants have jumped from /12,000 to 
£18,000, and a steadily rising demand is expected to 
continue for the next ten " 

Women members of the Forces of officer status, and 
their dependents, are now eligible for assistance. The 
necessary amendment to the Association’s Charter has 
been approved by the Privy Council. 
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TAXATION WWar-Time Tax Developments 


Readers returning from the Forces have asked for a 
summary of what has been enacted in the field of 
income-tax during their absence. The following is a 
necessarily condensed version of the main developments. 
Like all summaries, it must be read as such: as a guide 
to the events—which means that when the reader meets 
a point in practice, he should look up the Act for details. 


Schedule A 
(1) For 1940-41 onwards, “ void” claims can only 
be made if no rent is receivable or to the extent 
that the net annual value exceeds the rent. 
(2) Rents in excess of the gross annual value are 
assessable under Case VI (F.A., 1940). 


Schedule B 
(1) Where a farmer farms land (including the farm- 
house) of a gross annual value over £100, he is 
assessable under Schedule D for 1942-43 onwards 
(for 1941-42 the limit was £300). 
(2) A partnership farming land over £100 gross annual 
value is likewise assessed under edule D. 
(3) A company farming any land is assessable under 
Schedule D. 
(4) Market garden land is always assessable under 
Schedule D. 
(5) Schedule B assessments, where still applicable, 
are on three times the gross annual value (1942- 
43 onwards). 
(6) Rule 5, Schedule B, is abolished (F.A.s, 1941, 
1942). 
(See also the agreement between the Inland Revenue 
and the National Farmers’ Union regarding capitalisa- 
tion of dairy herds, ewe flocks, etc.) 


Schedule C 
Where interest receivable by a non-resident trader is 
exempted from United Kingdom tax and so is excluded 
from the profits of a branch here, there must be excluded 
the expenses attributable thereto. Banks, assurance 
businesses and businesses dealing in securities must 
include such interest in their profits (F.A., 1940). 


Schedule D 

(1) The transfer of all but the smaller farmers to this 
Schedule is noted above. 

(2) Case V—the remittance basis is restricted to 
earhed income (in the case of ordinary residents) 
(1940-41 onwards) (F.A., 1940). 

(3) Exceptional depreciation—where buildings, ma- 
chinery or plant provided after the beginning of 
1937 was on December 31, 1946, obsolete or 
redundant and worth less than its cost, or sold 
prior to that date or had ceased to exist, and the 
value of the remains was less than the cost, then, 
provided the loss was ascribable to conditions 
prevailing as a consequence of the war, the 
Schedule D assessments for 1939-40 awards were 

' reduced by the appropriate proportions of the loss 
(spread on a time basis). Provisional allowances 
up to 10 per cent. were given (F.A., 1941; I.T.A., 
1945 ; F.(2)A., 1945). 

(4) Payments to ‘employees ve war injuries are not 
allowable deductions unless under pre-war arrange- 
ments or customary and not exceeding what the 

yment would have been for a non-war injury 
A., 1941). 
(5) Rule 13 was extended to professions (F.A., 1941). 
(6) Premiums under the commodities scheme for 


insuring stock against war risks were allowable ; 
payments under the War Damage Act, 1943, were 
not (War Risks Insurance Act, 1939; F.(2)A., 
1940 ; War Damage Act, 1943). 


Schedule E 

For 1944-45 onwards all assessments (except for those 
in the Forces) are on the actual income of the year, and 
tax is deductable under “ Pay-As-You-Earn”’ from 
every payment of or on account of remuneration 
(I.T. (Employments) A., 1943; I.T. (Offices and Em- 
ployments) A., 1944). 

Owing to an overhang of the method of deduction 
in force for 1943-44 (F.(2)A., 1940; F.A.s, 1941, 1942), 
it was a necessary expedient to discharge part of the 
tax due for 1943-44 (7/12ths ordinary employees ; 
10/12ths manual wage earners). 


Miscellaneous 

(1) Dividends paid without deduction of tax are re- 
garded as net sums after the deduction from the 
gross equivalent (F.A., 1940). 

(2) The Crown can now use in proceedings any infor- 
mation obtained in a back duty investigation. 
The C.I.R. may require a taxpayer to produce 
accounts, books, vouchers, etc. 

In cases of fraud or wilful default, there is no 
time limit for making assessments for 1936-37 
onwards (F.A., 1942). 

(3) “‘ Free of tax ’’ agreements made before the war, 
or free of tax payments under wills where the 
deceased died before the war, are regarded as if 
the amount payable were reduced, for 1941-42 to 
1945-46, to 20/29ths of the amount payable ; 
for 1946-47, 22/29ths. The aim is to pass the 
burden of war rates of taxation on to the recipient 
(F.A., 1941). 

Similar provisions apply to free of tax salaries 
under pre-war agreements; the payment by the 
employer is the tax at 1938-39 rates (sur-tax 
1937-38 rates (F.A., 1941). 

(4) Post-war Credit. The decrease in earned income 
and personal allowances for 1941-42 onwards is 
to be made good to the yer by a post-war 
credit of the additional tax payable. So far, 
only those over 65 (women 60) have had the credit 
and then only for 1941-42, 1942-43 and 1943-44. 

(5) A clergyman can now regard one-quarter of house 
as used for his profession (formerly one-eighth) 
(F.A., 1944). 

(6) Small maintenance payments under Order of 
Court are not taxed at source but assessed under 
Case III (F.A., 1944). 

(7) Diminution of earned income owing to the war has 
enabled the taxpayer to claim to pay on the 
actual earnéd income of the year (plus any addi- 
tional tax he would have paid if assessed in the 
previous year on actual earned income). There 
must have been a diminution of 20 per cent. or 
more of the actual earned income below the 
assessed earned income, but there is a marginal 
relief (F.(2)A., 1939, extended year by year). 


Rates and Allowances 

(1) Standard Rate: 1939-40, 7s.; 1940-41, 8s. 6d. ; 
1941-42 to 1945-46 (inc.), 10s.; 1946-47, 9s. 

(2) Reduced Rate: 1939-40, £135 at 2s. 4d.; 1940- 

41, £165 at 5s.; 1941-42—1945-46 (inc.), £165 at 

6s. 6d. ; 1946-47, £50 at 3s. 6d., £75 at 6s. 
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3) Personal Allowance: Si 1939-40, £100; 
1940-41, £100; 1941-42—1945-46 (inc.), £80; 
1946-47, £110. Married, 1939-40, £180; 1940-41, 
£170; 1941-42—1945-46, £140; 1946-47, £180. 

4) Children—double claims, eg, by a deceased 
husband and his widow, by divorced persons, etc., 
can no longer be made; the allowance (£50) is 
apportioned in accordance with the contributions 
to maintenance and education (F.A., 1940). 

(5) Wife’s earned income. For 1942-43 onwards the 
maximum allowance became /80, increased for 
1946-47 to £110. The fraction always follows the 
earned income allowance (e.g., E.I.A., 1/10th, 
wife’s E.I.A., 9/10ths) (F.A., 1942; F.(2)A., 1945). 

(6) Earned Income Allowance. 1939-40, 1/10th (max. 
£300); 1940-41, 1/6th (max. £250); 1941-42— 
1945-46 (inc.), 1/10th (max. £150); 1946-47, 
1/8th (max. £150). 

(7) Dependent Relative Allowances. (a) Daughter 
on whom dependent remains at £25; (b) others, 
maximum of £50, but reduced where necessary so 
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that relative’s income plus the allowance does not 
exceed £80 (1943-44 onwards) (F.A., 1943). 

(8) Housekeeper allowance (£50) now given where 
housekeeper is kept to look after children because 
the wife is incapacitated (physically or mentally) ; 
also to single person, but if the claimant is a woman 
she must be (i) incapacitated or (ii) in full-time 
employment or business (F.A., 1943). 

(9) Tax Reserve Certificates can be bought and when 
surrendered in payment of tax will be 
plus interest (now } per cent., but formerly 1 per 


-cent.). 

Conclusion 
The 1946 legislation was summarised in our January 
issue. The Income Tax Act, 1945, has been dealt with 
at some length during 1945 and 1946. E.P.T. cannot 
form part of a synopsis such as that given above, but 
it is worthy of note that it was in the columns of this 
journal that the first specimen computations were pub- 
lished, in a form substantially similar to that subse- 

quently adopted by the Revenue. 


Dominion Income Tax Relief 


A reader, picking up the threads, has asked for help 
on the new rules for dividends paid by U.K. companies. 
Probably the easiest way to exemplify the change in 
the law is to take the case of a small private company, 
the whole of the shares in which are held by a man 
and his wife, and the whole of the income of which is 
taxed in a Dominion as well as in the United Kingdom ; 
and to ignore the difference between the assessment 
and the actual income of the year. 


Company’s income for 1946-47 £1,600 
Dominion Tax . oo 320 
U.K. tax, £1,600 at 9s. eae ose 720 
Less Dominion Tax Relief, Am 600 
at 4s. wes oe 320 
U.K. tax payable ove pe 400 
Net U.K. rate £400 
———=- GS 5s. in £. 
1,600 


Had the old rules applied, the company could have 
declared a “ free of tax” dividend of £880, and given 


a tax certificate in respect of : 
Gross equivalent ‘ £1,173 6 8 
Less U.K. tax at 5s. 293.6 8 
Net dividend £880 0 0 


It could not have declared a dividend of £1,600 less 
tax at 5s. in the {, as this would not have allowed for 
the Dominion tax. 

Under the new rules, the company has to deduct tax 
at the standard rate, 9s. in the £, and can therefore 
declare £1,600 gross, which, less tax at 9s. in the {, 
gives the net £880. 

Assuming the shareholder has other income (earned) 
of £400, the comparable position is : 


Old rules 
(not applicable) New rules 
Dividend ... £1,173 6 8 £1,600 0 0 
Earned Income 400 0 0 400 0 0 
1,573 6 8 2,000 0 0 


Old rules 
(not applicable) New rules 
E.LA 
P.A. 180 180 
— 230 00 — 230 0 0 
1343 6 8 1,770 0 0 
£50 at 3s. £710 0 £f50at3s. £7 10 0 
75 at 6s. 22 10° 0 75 at 6s. 2210 0° 
1,218 6s. 8d. at 9s. 548 5 O 1,645 at 9s. 740 5 0 
578 5 0 770 5 0 
Appropriate rate {578 5 0 
(old rules) 8/7 (approx.) 
1,343 6 
Appropriate rate {770 5 
(new rules) 8/8 (approx.) 
| 1,770 0 
Tax as above £578 5 0 £770 5 0 
D.LT.R., 
£1,173 6 8 at 4s. 234 13 4 £1,600at4s.320 0 0 
343 11 8 450 5 0 
Deducted at source 293 6 8 (5s. 400 0 0 
Tax payable £50 5 0 £50 5 0 
This is made up of : 
Earned income ... soe oes £400 
170 
£50 at 3s. £710 0 
75 at 6s. 2210 0 
45 at 9s. - 25 0 
£50 5 0 


The income tax relief has been given in full by the 


company : 
(a) Under the old rules by passing it on. 
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(b) Under the new rules, by paying a higher gross 
dividend, less tax at the standard rate. 


The restriction of the amount credited to the share- 
holder as deducted should be noted, i.e., the net U.K. 


rate. ' 

The net cash available to the shareholder is, of course, 
unchanged, i.e., the net dividend of £880, plus his other 
income less the tax paid thereon. 

A sur-tax payer, however, is worse off, as his gross 
dividend is greater. 

Many shareholders may be worse off, too, as not all 
companies will increase their dividends to compensate, 
as was envisaged above. 


Preference Shareholders ’ 

Where there are preference shareholders, the position 
is different. Under the old rules, preference share- 
holders shared in Dominion Income Tax Relief. Under 
the new rules they do not, as is shown by the following 
illustration for 1946-47. 


New 
rules 


Net U.K. rate, 6s. in {. 
Preference dividend : 

5 per cent. on £120,000 _ 

Less Income Tax at 6s. 


Net dividend ove 


Leaving available for 
ordinary shareholders 
(net) eee eee 

Gross equivalent 
(tax at 6s.) ... £12,857 2 10 (tax at 9s.) £18,000 
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The following shows his ition on a repayment 
claim if he has no a eh onl ge 
New rules 
Income 
. *. y Tax 
Dividend oes £600 (6s.) £180 0 0 
Personal allowance 180 


4 


£50 at 3s. ™ 10 
75 at 6s. - 10 
295 at 9s. 132 15 


162 15. 
Less Dominion Tax Relief : 
Appropriate rate 
£162 15 0 
7/9 


420 
*£420 at 3s. 


Tax repayable 
This is made up of : 
Normal repayment : 
Personal allowance, £180 at 9s. ... 
Reduced Rate Relief : 
£50 at 6s. 
75 at 3s. 


Deduct D.I.T. Relief on amount not doubly 
taxed— {180 at 3s.... ie Se tee 


* As only £420 is taxable in the U.K., only that 
amount has been doubly taxed. 
The repayment under the old rules would have been 


_ exactly the same, so the preference shareholder is worse 


off = nen of 190 difference in the net dividend, 
i.e., ess {330={90, being tax at 3s. in the { on 
the Siadend, relief obtained by the company el met 
passed on. 

It is thought that the new rule is the right and fair 
method, however ; a preference shareholder should get 
his fixed dividend, neither more nor less. In other 
words the new law reinstates the equitable position. 


Taxation Notes 


Income Tax on E.P.T. Refunds 

Section 43, Finance (No. 2) Act, 1945, provides for 
the charging of income tax on E.P.T. Post-war Refunds 
by deduction at the source, and the gross amount 
‘shall be deemed to be income for all the purposes of 
the Income Tax Acts.” It is clear, therefore, that the 
refund should be included in the computation of total 
income for sur-tax pu . An individual may elect, 
however, to have the refund apportioned to the periods 
to which it is referable. On the other hand, is the tax 
so suffered in 1946-47 available for repayment, on the 
grounds that losses brought forward under Section 33 
(1), F.A., 1926, may be set off against the refund ? That 
Section enables a loss to be set off against “ profits or gains 
on which he is assessed under Schedule D,” and the point 
is whether the phrase quoted earlier may be reconciled 
with the latter. It does not seem that the general 


provision that the refund is income could be regarded 
as tantamount to. treating it as profits assessed under 
Schedule D. No repayment could, therefore, be 
obtained for 1946-7, but the taxpayer could claim under 
Section 45 (unless the option under Section 44 is exer- 
cised), in which case the refund would be treated as 
fits assessed under Schedule D for 1947-8. If losses 
rought forward exceed the normal assessment for that 
year, the excess would be set against the refund, and 
the income tax deducted therefrom repaid accordingly. 
If the psy a Soe 44 is used, the refund as 
spread over .A.P.s becomes trading income, against 
which losses brought forward are set off. 


E.P.T. Post-War Refunds and Capital Employed 
The practice appears to be to treat the net refund 


received as capital employed in the business from the 
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date of receipt. The Revenue have so far refused to 
allow the refund to be brought in as on January 1, 1946, 
and have intimated that the Solsgirth decision is not 
applicable, as the refund is not regarded as a debt due 
by the Revenue until the undertakings and authorities 
have been given by the taxpayer. Even then the pay- 
ment is subject to due compliance therewith in due 
course. On the other hand, the practice appears to 
be to include sums received from the refund in con- 
sidering whether there are any moneys not required. 
Further, where the taxpayer, in advance of the recent 
pronouncements of the Treasury Panel, has retained 
the refund in a separate account, in accordance with 
professional advice commonly given at that time, it 
appears that the refund is not regarded as capital 
employed. This seems to be a most rigid view, and 
one would have thought that the refund would have 
been included in the average capital computation, 
particularly having regard to the conditions attached 


March, 1947 


thereto. Finally, where a provisional refund was 
obtained, and the refund due for a further chargeable 
period is dealt with by deduction from the E.P.T. paid, 
the practice is to deduct the full E.P.T. as a debt on its 
due date, which can be appreciated, but to disallow 
the deduction for the refund, whether this is claimed 
from the due date of the E.P.T. or from the date of 
actual set-off. The view, again, appears to be that 
this cannot be treated as capital, because the set-off is 
usually made without completion of a further form of 
undertaking. 

As Section 38, Finance (No. 2) Act, 1945, provides for 
payment of the refund “as soon as may be after the 
final ascertainment and satisfaction of the total liability 
of the person in question to E.P.T. and N.D.C. for all 
C.A.P.s” it is thought that, in general, the Revenue 
view is correct. We do not agree, however, with the 
“capital not required ’’viewpoint, as the refund can 
only be used for the purposes of the trade. 


Recent Tax Cases 


By W. B. COWCHER, 0O.B.E., B.Litt., Barrister-at-Law 


E.P.T.—Assignment to private company of patent owned 
by its manager in consideration of lump sum and share of 
surplus profits on sales or licences of patents—Grant of 
licence by company to another company tn consideration of 
lump sum and royalties—Manager’s remuneration—(1) 
Whether lump sum paid by second company profit subject 
to E.P.T.—(2) If assessable, whether manager's share 
deductible—(3) If a profit, whether income from an invest- 
‘ment—(4) Whether manager's remuneration deductible in 
computing company’s E.P.T. liability—I.T. Act, 1918, 
General Rules 19 and 21; Companies Act, 1929, Section 
144; F.A., 1937, Schedule IV, para. 13 (b); Finance 
(No. 2) Act, 1939, Schedule VII, para. 10; F.A., 1940, 
Section 33 (5). 

In C.I.R. v. Rust-proof Metal Window Co., Lid. (K.B.D., 
June 27, 1946, T.R. 315) there were both appeal and 
cross-appeal. The company, director-controlled, manu- 
factured metal windows rendered rust-proof by patent 
processes owned by its manager, who was also a director 
and large shareholder. The latter, in 1935, assigned his 
patent to the company for £5,000 plus 25 per cent. of 
the net receipts of any sales or licences in excess of 
£6,000. In 1939 a limited licence was granted at the 
request of the Government to another company in 
consideration of £3,000 and royalties (there was a similar 
licence to another company with £8,000 as the capital 
sum). The Special Commissioners had held (1) that the 
£3,000 was a taxable profit; (2) that the manager’s 
share could not be deducted; (3) that, although the 
£3,000 was a profit, it, and also the royalties, were 
income from an investment, and, therefore, to be ex- 
cluded from E.P.T.; (4) that the manager’s remuner- 
ation as manager could not be deducted. The Crown 
appealed upon (3), and the company upon the other 
points. Atkinson, J., reversed the decision upon (1), 
and upheld it upon (4). His decisions upon (2) and (3) 
were, in the circumstances, obiter. 

As regards (4), the Judge held that the manager was 
within the 1937 definition of a “ director’”’ not merely 
in respect of his salary as a director, but also in respect 
of his remuneration as manager. (This decision will 
affect a large number of appeals.) As regards (1), he 
made a careful review of the decided cases, and, in holding 
that the £3,000 was a capital sum, said that there was 
no evidence that it had been built up or arrived at with 


‘ 


reference to any contemplated user ; and it was, there- 
fore, not the case of a lump sum payment in respect of 
royalties for past user, or of a lump sum payable in 
advance in respect of royalties, both of which had been 
held to be taxable as income. 

The judgment is a valuable review of the case law 
upon a very difficult subject. 


Excess Profits Tax—-Income Tax—Deductions in com- 
puting profits—Successful appeal against direction under 
Section 35 of F.A., 1941—Whether costs of appeal 
“money wholly and exclusively laid out or expended for the 
purposes of the trade’’—Income Tax Act, 1918—Cases I 
and II of Schedule D., Rule 3—Finance (No. 2) Act, 1939, 
Sections 13, 14, 18—F.A., 1941, Section 35. 


Rushden Heel Co., Lid., v. CI.R. (K.B.D., June 6, 
1946, T.R. 273) was more than usually important be- 
cause it brought before the Court a problem which not 
only affects every trader potentially, but is of great 
importance to the Revenue, particularly in its. wider 
implications. The appellant company had been -the 
subject of a direction by the Revenue under Section 35 
of the Finance Act, 1941, whereby, in circumstances 
which need not be recapitulated, two sons of the principal 
shareholders were not to be regarded as working pro- 
prietors. The Special Commissioner had discharged the 
direction upon appeal and in a subsequent appeal before 
the General or Special Commissioners—the report does 
not say which—it was claimed that the costs of the first 
appeal, £142, should be admitted as a deduction in 
arriving at the profits both for excess profits tax and 
income tax purposes. The Commissioners had held 
that the deduction was inadmissible in both cases ; but 
Atkinson, J., after a careful review of the authorities, 
reversed these decisions. ; 

The case mainly relied on by the Crown was Allen v. 
Farquharson Bros. (1932, 17 T.C. 59), where the respon- 
dents had claimed as a deduction for income tax pur- 
poses the costs of a successful appeal before the Special 
Commissioners. They had succeeded in this claim in a 
later appeal before the General Commissioners, but 
Finlay, J., had reversed this decision. Later in the same 
year, 1932, the case of Worsley Brewery Co., Lid. v. 
C.I.R. (1932, 17 T.C. 349) had come before the Court of 
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Appeal. It was a claim to reopen excess profits duty 
assessments by reference to accountancy expenses 
incurred over five years after the end of the E.P.D. 
period ; and the claim had been refused. Atkinson, J., 
reviewing the judgment in the former case, said that the 
ground of the decision was that the expense claimed was 
an application of the profits after they had been earned ; 
but he declared : 

“If that is the right view, logically, every accoun- 
tancy expense incurred after the close of the charge- 
able accounting period should be disallowed. Ascer- 
taining the true figures is something which is done after 
the profits have been earned ”’ ; 

and he held that the Farquharson judgment was incon- 
sistent with the judgments in the Court of Appeal in 
the Worsley case. The sum and substance of his judg- 
ment is his conclusion that : 

“* Any expense incurred in ascertaining the profits 

. for a certainty . . . may be said to be an expense 
for the purpose of earning profits.” 

There is, however, a wider question involved. The 
present case, and the others in which such expenses have 
been claimed, have been in relation to successful appeals. 
But what about similar costs in unsuccessful appeals ? 
And if the costs before Commissioners, why not those in 
the Courts? To the present writer, assuming the ad- 
missibility of such expenditure to be established in 
principle, it would seem that all should be allowed unless 
the last tribunal before which the matter comes declares 
the taxpayer’s claim to be without either legal or in- 
trinsic merit. 

Smith’s Potato Estates, Lid. v. Bolland and Smith's 
Potato Crisps (1929), Lid. v. C.I.R. (K.B.D., June 6, 
1946, T.R. 283) raised similar questions in connection 
with a disallowance of managers’ remuneration by 
virtue of F.A., 1940, Section 32, against which there 
had been a successful appeal to the Board of Referees. 
It was, however, a stronger case in one respect, because 
if, under Section 34 of F.A., 1941, the company had 
sought to recover from the manager, the latter might 
have thrown up his appointment. Atkinson, J., 
reversed the Special Commissioners’ decisions. 

All these cases are, it is understood, going to the 
Court of Appeal. 


Schedule D—Case I—Finance company dealing in stocks 
and shares and acquiring, developing and turning to 
account gold-mining concessions—Transfers of developed 
concessions to other companies in consideration of allotment 
of shares therein—Whether taxable profit obtained at time 
of transfer or only when shares sold. 

Gold Coast Selection Trust, Lid. v. Humphrey (C.A., 
November 22, 1946, T.R. 425) was noted in our October, 
1946, issue. Of the two transactions there mentioned, 
the company had acquiesced in the decision regarding 
the Ariston shares, whilst, as regards the Marlu trans- 
action, the Court of Appeal has affirmed the decisions of 
the Special Commissioners and Wrottesley, J. Leave to 
appeal to the House of Lords was given. 

Somervell, L.J., and Scott, L.J., gave a joint judgment, 

whilst Cohen, L. a composed his own. The main argu- 
ment put forward ‘for the company was that in the cir- 
cumstances of the case, unless the vendor’s shares were 
capable of being presently realised in the relevant 
accounting year, they could only be brought into the 
profit and loss account for that year at a sum equal to 
the cost of the concession plus the amount “Fon on 
the de ment thereof to the sale. 
this, Somervell and Scott, L.JJ., declared : 

“We have come to the conclusion that, when 
there has been, as is now admitted here, a realisation 
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of a trading asset and the receipt of another asset, 
and when that latter asset is marketable in its nature, 
and not some merely personal advantage which by 
its nature cannot be turned into money, the profits 
and gains must be arrived at for the year in which 
the transaction took place by putting a fair value on 
the assets received.” 

Upon the same point, Cohen, L.J., referring to the 

judgment of Maugham, L.J., as he then was, quoted his 

dictum in John Cronk and Sons, Ltd., v. Harrison : 

“ The balance of the purchase money is made up 
by an asset of an uncertain character which ought to 
be subject to valuation, and which is one of the trade 
receipts of the appellants which ought to be taken 
into account for the purpose of ascertaining their 


profits or gains as traders 
and he rejected the argument that the asset in question 


was a book debt, subject to the rules of Rule 
3 (i), Cases I and II of Schedule D, declaring : 

“IT can see no reason why, if valuation is possible, 
an artificial value, whether high or low, should be 
—_— on an asset merely because that value cannot 

wholly realised in the accounting year.” 

As pointed out in the previous note on this case, the 
income tax law makes no distinction between invest- 
ments and other stock-in-trade, and the fact that the 
former constitute trading assets to be valued at money’s 
worth for the purpose of computing what may be 
described as an intermediate liability to tax, would 
not seem to detract in any way from its character as 
stock-in-trade of a dealing company. In other words, 
if and when the investments in question are ultimately 
sold there will be a further profit or loss for tax purposes 
according to how the ultimate realisations exceed or fall 
short of the previous valuation. Nevertheless, an 
interesting point would seem to emerge as to how, in 
such a case as the present one, unsold shares should be 
valued at the balance-sheet date if the taxpayer wishes 
to take “ cost” as the basis. Presumably, the valuation 
made for the purpose of arriving at the intermediate 
assessable profit would be taken as “ cost” ; but it by 
no means follows that this is either compulsory or 
correct. Nevertheless, valuation at real cost would 
seem to produce curious consequences. 


_—_— 


Income Tax—Bond carrying interest—Sum payable on 
death calculated by reference to monthly amounts—Right 
to borrow monthly same amounts free of interest—Right 
exercised—Said amounts only recoverable out of sum 
payable at death—Whether amounts borrowed monthly an 
annuity or other annual payment subject to deduction of 
tax—Income Tax Act, 1918, Schedule D, Case III, 
Rule 21 of General Rules. 


C.I.R. v. Wesleyan and General Assurance Society 
(K.B.D., June 27, 1946, T.R. 313 ; C.A., November 19, 
1946, T.R. 417) is a‘case wherein the Courts have been 
asked to consider a scheme of considerable ingenuity. 
Respondent, in consideration of £500, covenanted to 
pay H. a life annuity of {7 11s. by monthly instalments, 
and to pay on H.’s death a sum equal to the aggregate 
represented by {4 14s. 8d. for each completed month 
between May 25, 1944, and the date of death. H. was 
to be entitled to borrow from the society each month 
such sums not exceeding the amount which would have 
been payable by the society if H. had died on that date. 
These sums were to be free of interest and irrecoverable 
except on H.’s death and out of the sum then payable 
under the bond. H. instructed the society on May 26, 
1944, that he was availing himself of his right to borrow 
to the maximum extent until he cancelled his request. 
As a consequence, month by month, H. was paid 12s. 7d. 
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tax, and £4 14s. 8d. in full. In the proposal signed 
H., which formed the basis of the contract, it was 
stated that the loans would not be subject to tax. All 
the said amounts were paid otherwise than out of taxed 
profits, and an assessment under Rule 21 was made 
upon the society in respect of the aggregate of the 
monthly loans. It was contended for the Crown that 
these monthly amounts had none of the characteristics 
of a loan, an essential of which was that it should be 
repayable, and constituted “‘ an annuity or other annual 
pewent ” within the Rule. The Special Commissioners 

decided in favour of the society ; but in the King’s 
Bench Division, Macnaghten, J., had held that the 
monthly loans were payments which, in the event that 
happened, the society was bound to make month by 
month, and, therefore, constituted an annuity. Until 
H. revoked his request of May 26, 1944, no sum would 
be payable by the society on death, and therefore the 
“loans ” could not be repaid. 

In the Court of Appeal, this line of nt was 
decisively rejected. The Master of the Rolls, delivering 
the only judgment, said that the Crown’s argument 
appeared to be an attempt to resurrect the doctrine of 
substance as distinct from form, which he hoped had 
been finally exploded in the Duke of Westminster's case 
((1936) A.C. 1; 19 T.C. 490). Some of the results of his 


examination of the contract appear in the following 


passages: . 
““ Why the legal relationship which the parties have 
in terms created of lender and borrower in respect of 
those sums should not be given effect to I fail to 
understand, unless it be that by giving effect to what 
the parties have said the transaction would avoid 
tax ... the argument has come into existence, simply 
in order to try and get tax out of a transaction which, 
if it had been done in a different way, achieving the 
same financial result, would undoubtedly have 
attracted tax... . But to say that . . . you must 
construe the word ‘loan’ as meaning ‘ annuity ’ and 
modify or alter or strike out all the provisions relating 
to that loan as*being inappropriate to an annuity, 
seems to me to be re-writing the contract, and I can 
see no justification for doing so.” 

“It is an obligation to pay at death a lump sum 
which is to be quantified by reference to the number 
of months which the assured lives. There is all the 
difference in the See that and an under- 
taking to @ mon y gum.” 

Cohen pet gn Bem L.JJ.; agreed with the Master of 
the Rolls. Leave was given to appeal to the House of 
Lords. 

In the event of the decision of the Court of Appeal 
being affirmed, as would likely, the tax position 
as regards annuities purchased from assurance com- 
panies will be revolutioni and a remedy will have 
been found for an anomaly generally regarded as both 
unjust in itself and undesirable in its results. The conse- 
quences will, however, not limited to this kind of 
annuity, and unless the House of Lords reverses the 
decision, it might well happen that legislation will 
remove the need for such an elaborate contract as that 
which has been so far successful. 


Shorter Notices 


Income Tax and Sur-tax—Transfer of assets abroad— 
Transfer to U.K. Company—Transfer abroad of residence 
of U.K. company—Whether transaction caught by F.A. 
1936, Section 18, as amended by F.A., 1938, Section 28— 
(1) Whether transfer not within the section unless transfer 
by individual sought to be charged or by his agent—(2) 
Whether an individual ordinarily resident in U.K. could 
be charged with tax on income of a person resident or 
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domiciled ex-U.K. unless that person so resident or domi- 
ciled at the date of relevant transfer or associated operation 
—(3) Whether in any event lability under Section 18 
restricted to income from transferred assets and not to the 
whole incomes of the companies concerned. 


Congreve v. C.I.R. (C.A., December 9, 1946, T.R. 445) 
was noted in our issue of November, 1946, and, as was 
there pointed out, the judgment of Wrottesley, J., 
apparently revealed a serious flaw in Section 18 of 
F.A. 1936, as amended. Since then, the case has been 
before the Court of Appeal. There, a unanimous Court, 
re-examining the Section as amended, reversed the 
Wrottesley judgment and decided each of the questions 
set out in the heading in favour of the Crown. Cohen, 
L.J., gave the only judgment. The case will, no doubt, 
go to the Lords, and detailed analysis of the present 
decision is therefore unnecessary. 


Schedule E—Service agreement under which manager of 


hotel entitled to wages, keep, and share of profits—Can- 
cellation of agreement for lump sum—Whether any pari 
assessable as remuneration and, if so, how to be deter- 
mined—Income Tax Act, 1918, Schedule E, Rule 1; 
F.A. 1922, Section 18. aheve 4 


Carter v. Wadman (C.A., December 13, 1946, T.R. 
453) was noted in our issue of November, 1946. A 
unanimous Court of Appeal has affirmed in substance 
the judgment of Atkinson, J., but after much discussion 
has varied the wording of the order in order to make 
the decision clearer. The lump sum of £2,000 received 
by Mr. Carter was held to be a compromise settlement of 
an aggregate which consisted of £1,090 taxable emolu- 
ments plus an underterthined sum by way of damages. 
The Revenue had claimed that the whole £1,090 was 
taxable, leaving £910 as non-liable damages, whilst 
Mr. Carter contended no part of the £2,000 was taxable. 
In effect, the judgment can be expressed in the formula : 


£1,090 

£1,090 plus damages x £2,000 equals the taxable 
element; and it was left to the Commissioners to deter- 
mine how much was damages. 


Excess Profits Tax—Whisky transactions—Sale of shares 
by original shavreholder—Sale of stock at under-value— 
Whether ‘‘financial benefits ’’ obtained by reason of transfer 
of shares—If so, whether caught by Finance ‘Act, 1943, 
Section 24. 
C.I.R. v. W. H. Holt (Chorlton-cum-Hardy), Ltd. 
(C.A., December 19, 1946, T.R. 461) was noted in our 
issue of December, 1946, where the main facts of the 
case were set out. Atkinson, J., had followed the decisions 
of the Court of Session in similar cases, and had decided 
against the Revenue ; but a unanimous Court of Appeal 
has reversed his decision. The Master of the Rolls 
gave the only judgment, a very long one, in which he 
subjected the Scottish judgments to criticism. The 
verdict of the House of Lords must now be awaited; 
and it may be noted that a Scottish judge has recently 
been appointed to it. j 


Purchase Tax 


Notice No. 78 (Goods Chargeable with Purchase Tax), 
issued by the Commissioners of Customs and Excise, has 
been revised, and copies of the new edition are being sent by 
local Collectors of Customs and Excise to all registered 
traders. This revised edition, dated December, 1946, super- 
sedes Notices Nos. 78 (July, 1944) and Supplement (June, 
1946), 78D, 78E, and 78F, and all additions and amendments 
thereto issued by the Commissioners up to December 1, 1946. 
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mi- 
tion @ ruel Crisis Reactions 
= In dim candlelight and overcoats, members of the 


Stock Exchange have contrived to keep an active market 
going during the past month of crisis. The behaviour 
of security prices in mse to wid industrial 
shut-downs cant to the “‘ Economic Survey for 1947 ”’ 


aes has been significantly different from the reaction to the 
} of first White Paper in January. That produced a cold 
een douche for the industrial share markets, which depressed 
urt, the Financial Times industrial ordinary share index by 
the the end of January to 134.7—some six points below the 
ions mid-January “ high.’’ Coal shortages, followed by the 
nen, power cuts, further de the index; until on Febru- 
ubt, ary 12 it had fallen to 124.4. What has happened since 
sent is, in the circumstances, quite remarkable. By the last 
day of February, the.index had recovered to 132.0— 
exactly the same level as on “‘ Black Friday,” February 
7, when the power crisis broke. This was followed by a 
r of slight reaction to 130.7 by March 10. In view of the wide- 
‘@n- @ spread dislocation of production, the loss of anything up 
part to 10 per cent. of the real national income this year, and 
ter- Wi widespread doubts whether the minimum targets laid 
1; down in the “ Economic Survey” are likely to be 
realised, this recovery needs some explanation. It is a 
YR. testimony to the increasing ‘escapist’ mentality 
A among investors—which has not perhaps reached the 
ince stage of a flight into equities, but shows nonetheless an 
sion acute awareness of inflationary tendencies in the British 
ake economy. A good deal of indiscriminate buying of South 
ved African industrials bears witness to the same symptoms. 
it of Whatever force these views may have, it will be s 
olu- ing if the fall in earning power which has resulted from 
ges. the fuel shortage does not eventually find some reflection 
was in equity prices. 
“eg Mr. Dalton’s Problem 
la : The gilt-edged market has for the most part been 
reactionary. At the-end of February, the new Treasury 
able 2} per cent. stock was no better than 97$, nearly two 
points lower than the price a month earlier, 
ter- Hand a subsequent fall in March depressed it to 96. 
The market appears to be sensitive to relatively small 
selling, and there is still effective competition from “ the 
ine backdoor gilt-edged market ”’ in railway and electricity 
e— @ Stocks. Nor has it made up its mind about the possible 
sfer fy consequences of the past month’s crisis upon the Chan- 
943 cellor’s financial policy. There has been a notable increase 
' in the volume of informed criticism of his cheap money 
policy, particularly in relation to the present shortages 
Lid. @ of fuel, power, basic materials, and services. The 
our @ argument that £7,000 million of money cannot indefinitely 
the chase £6,000 million of goods and services has assumed 
ions @ heightened importance, because the present chances of 
ided @ increasing the £6,000 million to fill the inflationary gap 
peal MJ are receding. If the present financial policy is not 
‘olls §§ modified, therefore, active inflation can only be staved 
1 he @ off by further reinforcement of controls and rationing, 
The §§ with the consequent absorption of precious manpower, 
ed ; @ and an inevitable seepage of inflationary pressure over 
ntly @ the dam into wasteful forms of consumption and illicit 
| transactions. The ‘‘ Economic Survey” appears to 
—— @ promise new austerity for everybody, except the Chan- 
cellor—it is surprising, indeed, that financial policy is 
’ nowhere mentioned. But he would probably admit that 
‘@x), @ his policy of liberal credit creation has reached the 
t by cross-roads. He may decide to go on, in order to maintain 
ered Mg the upward pressure on gilt-edged stocks. Or he may 
per- mm be forced to recognise that during the past six months 


or more, cheap money has been purchased at too dear 
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a price in terms of controls, shortages, and a decelerating 
economy. 


Argentine Rail Agreement 

After four months’ negotiations, which at times were 
in the balance, the British mission to Buenos Aires has 
brought home an —. by which the Argentine 
Government are to bam pas the British-owned railways 
for a cash price of £150 million. The price includes 
£144 million to cover the ancillary assets of the com- 
panies, and it will be largely met from tina’s 
sterling balances, which now amount to about {126 
million. There has been some tendency to regard this 
as a “ good” agreement, but that is true only in a 
limited sense, for under it the British economy loses an 
asset—which in happier times made a substantial con- 
tribution to the balance of payments—in exchange for 
food and materials purchased at high prices during the 
war, when Britain was unable to export goods in pay- 
ment. The sterling which Argentine railway stock- 
holders will in due course receive thus really represents 
capital on which we have lived. The market was rather 
slow to respond to the agreement, although prices had 
been steadily rising for some weeks before the agreement 
was signed. But after hesitation induced by the fuel 
crisis, there was a boom, particularly in the junior 
debentures and the better-class preference issues. 


A Congested Market 
Indeed, the weight of business proved altogether too 
much for the firms of dealers—now reduced to three— 
in Argentine railway issues to cope with, and they were 
compelled, though only for a day, to suspend dealings. 
In some circles, this su ion made a bad impression, 
for it is the function of the Stock Exchange to maintain 
a market if it is humanly possible. But the strain of 
business (increased by the fact that the Argentine rail- 
way market occupies the darkest corner of the “‘ House ’’) 
has been beyond the capacity of the dealers. It must 
be remembered that they are operating in a one-way 
market, and indeed in a dying market. They cannot 
afford to risk heavy losses at a time when their business 
is expiring. But it cannot be said that their difficulties 
have been eased by the delay in the railway companies’ 
announcement that the division of the purchase price 
had already been decided in principle on the basis of 
i capital’ even before the delegation left 
this country last autumn. And even so, there was a 
further interval of a fortnight after the agreement was 
signed before the split-up of the £150 million among the 
individual companies was publicly announced. During 
that time, the determination of the values of the mar- 
inal stocks was quite arbitrary, but unfortunately the 
fact that these values were established in ignorance of 
the method of sharing out the consideration money may 
palpably affect the schemes of arrangement as between 
the junior and senior stocks. It is only too probable 
that, after this interval, the junior stocks will enjoy 
enhanced nuisance values, at the expense of the senior 

stocks. 


The Bankruptcy Headquarters ent of the Board 
of Trade has removed from Blackpool to 2, Central Buildings, 
Matthew Parker Street, Westminster, London, S.W.1, 
where official searches under the provisions of the Deeds of 
Arrangement Act, 1914, and the Liabilities (War-Time 
Adjustment) Acts, 1941 ‘and 1944, may be made between 
the hours of 10 a.m. and 4 p.m. on Mondays to Fridays and 
10 a.m. and 12 noon on Saturdays. 
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Points from Published Accounts 


Fuller Tobacco Statements 

A further step in the provision of more detailed infor- 
mation is taken in the latest accounts of the British- 
American Tobacco Co. Most important departure is 
the disclosure of the amounts absorbed by taxation, 
E.P.T. being shown to have taken 3,887,000 and 
income tax £3,557,918. With the depreciation and 
amortisation provision disclosed for the first time, at 
£98,174, the single revenue item is on this occasion 
described as “‘ trading profit, dividends and interest for 
the year.”” It comes out at £12,518,562, and is officially 
compared with {12,661,069 for 1944-45—the accounts 
for which period did not do more than reveal “ net 
profits and dividends for the year” of {£3,578,361. 
Obviously the new form of presentation is an immense 
improvement; but it is disappointing that although 
interests in subsidiaries account for £35,356,789 of an 
assets total of {66,134,931 (subject to amounts of 
£3,805,532 due to those companies) there is still no 
consolidated revenue statement. The absence of a 
group balance sheet is also to be regretted. At the 
meeting, however, the chairman said that there were 
many obstacles to the preparation of consolidated 
accounts, a very large number of companies being 
within the definition of a subsidiary, and he disclosed 
that special staff had been allocated to work on the 
problems. Meanwhile there is the familiar observation 
in the auditors’ report that the investments in sub- 
sidiary and associated companies possess, in the aggre- 
gate, a value largely in excess of the figures shown in 
the balance sheet (£24,658,621 and {1,778,679 re- 
spectively), while the future tax reserve has now been 
taken out of the general creditors item and is shown 
separately at {2,730,059 under the heading ‘ deferred 
liability.”” The provision for legal tax liability accrued 
is, however, still included with creditors and reserve for 
contingencies in an omnibus item of £13,883,906, and 
here there is scope for still further improvement. 


Imperial Tobacco’s Consolidated Statement 

In contrast with the B.A.T. statement the accounts 
of the Imperial Tobacco Company (of Great Britain and 
Ireland) include a full-blooded consolidated balance 
sheet and consolidated profit and loss statement. As it 
happens, these additional statements, though of first 
importance because they relate to a company of leading 
investment interest and size, do not throw up any very 
strong contrasts with the accounts relating to the 
parent company alone. Thus, the group assets at 
£155,135,025 are not sensationally different from the 
parent’s assets of £151,982,180; and, in fact, on the 
basis of the tangible assets, ignoring goodwill on the 
one hand but taking cognisance of investment appre- 
ciation on the other, the “ group break-up value ”’ for 
the ordinary shares is, at 55s. 9d., only 2s. 3d. more 
than the “ parent company break-up value.” The 
intangible assets (goodwill, patents and trade-marks) 
excluded from this calculation total £9,272,582 for the 
parent and {8,738,620 for the group, while the appre- 
ciation in investments is mainly in quoted shares, 
described as trade investments, having a market value 
of £56,514,142, against a book cost of £11,486,309. 
The extent of the appreciation is the most interesting 
part thrown up by the accounts, but it is not consoli- 
dation per se that has revealed this important infor- 
mation, for the particulars could just as well have been 
provided without consolidation. In this, as in other 


respects, the a is anticipating the provisions of 
the Companies B 


But the shadow of pending legis- 


lation is seen most sharply in the statement in the 
directors’ report that “‘ since the date of the last balance 
sheet a small part of the company’s interests in certain 
subsidiary companies was realised, with the result that 
it has been necessary to classify the remaining shares in 
these companies as trade investments.” This is mild 

phraseology in which to describe an increase from 
£9,899,444 to £12,814,131 in trade investments, and 
an accompanying decline from {7,773,485 to £4,988,689 
in interests in subsidiaries—changes which mean that 
the area of consolidation is smaller than it would have 
otherwise been. This underlines the disclosure by the 
chairman of B.A.T. (in which Imperial Tobacco has a 
large holding) that B.A.T. is selling sufficient deferred 
shares with special voting rights of Tobacco Securities 
Trust to ensure that Tobacco Securities Trust ceases to 
be a subsidiary. By buying an equivalent amount of 
deferred shares without such rights B.A.T. is preserving 
its proportionate stake in its erstwhile subsidiary. 


Linen Thread 


Linen Thread still has the distinction of being one of 
the leading companies from whom consolidated accounts 
are awaited, for at {4,136,358 the net interest in sub- 
sidiary companies represents a high proportion of trading 
assets. It is surprising that the directors have not 
taken the plunge into consolidation with the latest 
accounts, for a group statement would have undeniable 
value. Thus, it would be interesting and instructive 
to know what proportion of the group’s quick assets is 
represented by the parent’s holdings of over £2 million 
in cash, tax reserve certificates and investments in 
Government and other securities. As it is, the only 
real change in the balance-sheet statement this time is 
the appearance of a capital reserve of £252,973 repre- 
senting E.P.T. refund receivable. In the profit and 
loss account a fundamental improvement is the disclosure 
of the tax provision, which absorbs £215,000; but the 
profit figure to which this is an offset is still too cryptic. 
It amounts to £505,449 and is described as “‘ profit on 
trading, including dividends from subsidiary companies, 
investment income, etc., and after deducting all expenses 
of management.” Even within the limit of holding 
company accounts there could well be more detail, 
but a really satisfactory mode of presentation will not 
be reached until there is a group revenue statement. 


Liebig’s Extract of Meat 


Liebig’s Extract of Meat Company has not Souied 
consolidated accounts practicable yet, since a number 
of questions relating to the accounts and taxation 
position of those Continental subsidiaries which were in 
enemy hands during the war still remains to be cleared 
up. “It is felt,” says the report, “‘ that a consolidated 
statement without these figures would not be very 
helpful.”” The accounts have, however, been revised 
and improved. Gross dividend receipts (£318,975) are 
shown separately from “ profits on trading, rents and 
sundry receipts ”’ ; but it is anomalous that no particulars 
of the year’s d iation provision are proffered, 


although the statement of fixed assets is now very much _ 


more detailed. A year ago land, manufactories, build- 
ings, machinery, plant and fleet were shown at (67,527, 

resenting cost, less depreciation and uncompleted 
realisations, of £569,047 less a capital surplus of £501,520 
on completed realisations. This time the capital surplus 
is brought in among reserves and undistributed profits 
and is shown to have been reduced to £351,603 by a 
transfer of £150,000 as provision against profits on 
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lands sold to subsidiary companies not realised 

them. This £150,000 is deducted mort showing a 
book value of shares in subsidiaries at £2,086,765. In 
consequence of these changes the fixed assets now stand 
at £563,206, and it is a merit of the statement that this 
total is shown to comprise {£291,252 for land (ex- 


= Legal 
COMPANY LAW 

Winding up—Distribution of surplus assets—Profits— 
Rights of shareholders to dividends. 

In Re Catalinas Warehouses and Mole Co., Lid. (1947, 
1 All E.R. 51), the company’s capital was divided into 
preference shares and ordinary shares, and the articles 
provided that preference shareholders were to be en- 
titled to a preferential’ dividend out of the profits of 
each year of 4 per cent. on the amount paid up on their 
shares. Out of the surplus profits the ordinary share- 
holders were to be paid a dividend of 4 per cent. on the 
amount paid up on their shares and “ the balance of the 
profits available for dividends ’’ was to be applied in 
paying a dividend to both classes of shareholders treated 
as one class. The directors were to have power, with 
the sanction of the company in general meeting and 
subject to any preferential rights then existing, to 
declare dividends, and before recommending any 
dividend they could set aside any sum they thought 
proper as a reserve fund. Preferential dividends were 
paid for the year ending December 31, 1944, but no 
ordinary dividends had been paid since December 31, 
1929. During 1945 the company made profits which 
would have been sufficient to pay the preferential 
dividends for that year as well as a dividend on the 
ordinary shares, but no dividend for that year had been 
declared or recommended. On February 28, 1946, the 
company went into voluntary liquidation. A large 
sum of money was realised by the liquidators. The 
question arose whether the profits for 1945 ought to be 
applied in the winding-up in payment of dividends in 
accordance with the company’s articles. The preference 
shareholders contended that the articles gave them a 
right to dividend which was not affected by the fact that 
there had been no declaration of dividend. Wynn-Parry, 
J., held that on the true construction of the company’s 
articles, the right to payment of a dividend arose only 
after a dividend had been declared ; therefore, as no 
dividend for 1945 had been declared or recommended, 
and the company had gone into liquidation, the share- 
holders had no right to dividend out of the profits for 
that year. F 


EXECUTORSHIP LAW AND TRUSTS 
Wills—Settlement—Capital or income. 

In Re Doughty (1947, 1 All E.R. 207) the Court of 
Appeal decided an interesting point affecting life tenants 
and remaindermen. In his will, the testator settled his 
resid estate, which included shares in a company. 
Under its articles the company had power to pass a 
resolution that any surplus capital moneys or capital 
profits should be divided amongst the members of the 
company by way of capital distribution. In February, 
1946 (five years after the testator’s death), the company 
passed a resolution declaring ‘‘ out of realised capital 
profits, an additional dividend or distribution ’”’ for the 
year ended December 31, 1945. As a result of this reso- 
lution, dividends were sent to the executors of the will 
with a notice stating : “‘ As this is a distribution out of 
capital profits, no income tax is deducted and it is not 


liable to be included in the taxation returns of the 
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cluding factory sites) at cost and £271,954 for factories 
(including sites), buildings, plant, machinery, fleet and 
expenditure on land improvement. This {271,954 in 
turn represents cost of £880,293 less £378,067 written 
off against surplus on realisation of fixed assets account 
and £230,272 written off against revenue. 


Notes 


recipients.”” The Court of Appeal held that, on their 
true construction, the words used by the company 
describing in the notice surplus capital moneys or 
capital profits merely authorised distribution of capital 
profits in such a way as not to attract income tax, and 
did not affect the character of the sums received as 
between tenant for life and remainderman ; as between 
the persons entitled thereto the sums were income and 
not capital, and were therefore payable to the tenant 
for life. 
MISCELLANEOUS 

Defence (General) Regulations, 1939—Compulsory ac- 
quisition of company—Price for shares. 

In Short Brothers v. H.M. Treasury (1947, 1 All E.R. 
22), by orders made under the Defence (General) Regu- 
lations, 1939, the Minister of Aircraft Production took 
control of the undertaking of a company and directed 
that its shares should be transferred to his nominees 
to hold on his behalf. By a further order made by the 
Treasury under the Regulations, the price of the shares 
so transferred was fixed at 29s. 3d. per share, a figure 
which was arrived at by reference to the prices of the 
shares on the Stock Exchange on the date of transfer 
of the shares. The shareholders contended that, as the 
transfer was of all the shares in the company, the proper 
method of fixing the price of the shares was to ascertain 
the value of the whole undertaking, and then to deter- 
mine the proportionate value of the separate classes of 
shares and of individual shares within each class. 
Morris, J., held that when the order was made trans- 
ferring the shares, each shareholder was divested of the 
value of the shares which he held and of the rights to 
which the shares entitled him, and not of some aliquot 
part of the company’s property ; therefore the basis of 
valuation adopted, for which the Treasury contended, 
was the correct basis. 


Courts (Emergency Powers)—Morigage by wife to 
secure joint banking account. 

In Jarrett v. Barclays Bank, Lid. (1947, 1 All E.R. 
72), in 1939 a wife mortgaged property, of which she 
was the sole owner, to secure a joint banking account of 
herself and her husband. In 1940 she became bankrupt. 
The official receiver was appointed her trustee in bank- 
ruptcy, and he gave her husband authority to reside 
and carry on his business at the mortgaged premises. 
In August, 1945, the mortgagee bank applied under the 
Courts (Emergency Powers) Act, 1943, for leave to 
exercise their power of sale over the security. No notice 
of the application was given to either husband or wife, 
nor were proper steps taken to make either a respondent. 
On October 12, 1945, the wife died ; the husband had 
been appointed her executor. Six days later the 
mortgagees obtained leave of the Court to realise the 
security. In December, 1945, the property was sold 
at a price alleged by the husband to be grossly under- 
valued. The husband claimed, on his own behalf and 
as his wife’s executor, rescission of the contract of sale 
and conveyance, an injunction, and damages. 

The Court of Appeal held that : (1) the husband was 
not entitled, as his wife’s executor, to have the sale set 
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aside on the ground that the property was under- 
valued, because on the wife’s bankruptcy her property 
vested in the trustee, who alone could deal with it 
and complain about the sale by mortgagees; (2) 
the husband could not object to a sale, as he had no 
interest in the proceeds of sale; (3) as a person liable 
on the joint banking account, he could not object 
to the sale, as he was not the owner of the property in 
which he had no beneficial interest ; (4) the husband, 
as his wife’s executor, was not entitled to complain 
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because neither he nor his wife was made a party to 
the mortgagees’ application for leave to realise their 
security. At the date of application, his wife was 
a bankrupt and express provision was made by the 
Courts (Emergency Powers) Rules, 1943, for the trustee 
in bankruptcy to be made a respondent in those cir- 
cumstances, and the wife, as a bankrupt, had no interest 
in the property and was not, therefore, a person within 
the rules whose interest could be included in a statement 
by the mortgagees showing her interest in the property. 


Society of Incorporated Accountants 


Irish Branch Dinner 


The annual dinner of the Society of Incorporated 
Accountants in Ireland, the Irish Branch of the Society, was 
held at the Royal Hibernian Hotel, Dublin, on January 30, 
and was presided over by Mr. A. J. Walkey, F.S.A.A., 
President. The guests included Mr. Sean Lemass, Deputy- 
Premier and Minister for Industry and Commerce; Mr. F. 
Woolley, J.P., F.S.A.A., President of the Society of Incor- 
porated Accountants; Dr. E. H. Alton, Litt.D., Provost of 
Trinity College, Dublin; Dr. A. A. McCarthy, LL.D., 
Registrar of the National University of Ireland; Mr. F. H. 
Pim, President, Institute of Chartered Accountants in 
Ireland; Mr. M. F. MacCormac, President, Association of 
Certified and Corporate Accountants, Eire Branch; Mr. H. 
St. J. Blake, President, Incorporated Law Society; Mr. 
A. J. Broughton, Vice-President, Dublin Chamber of Com- 
merce; Mr. T. Cleary, Chairman of the Revenue Com- 
missioners; Mr. A. A. Garrett, M.B.E., M.A., Secretary, 
Society of Incorporated Accountants; Mr. R. F. Browne, 
Chairman, Electricity Supply Board; Mr. John Maher, 
F.S.A.A., Comptroller and Auditor-General; and Mr. B. 
Culligan, Private Secretary to Mr. Lemass. 

Proposing the toast of ‘‘ Prosperity to Ireland,’’ Mr. A. J. 
Walkey, the President, recalled that when speaking at last 
year’s dinner he had observed that if all worked together 
with the will to accomplish, they might soon, once again, 
enjoy very real prosperity throughout the whole country, 
North and South. Up to the present that hope had been 
realized only to a very limited extent. The outstanding 
feature of 1946 was strikes—in America, in England, in 


Ireland, in South Africa. The year was notable also for the . 


wettest summer for over 20 years, resulting in poor harvests, 
particularly of grain. On the other side of the account, the 
past year had seen great improvement in transport facilities, 
and industries which were more or less dormant for several 
years were coming to life again, though supplies were still on 
a very restricted scale. They had seen the removal of some 
of the Emergency Powers Orders, the reduction of income 
tax by Is. in the /, and the abolition of excess corporation 
profits tax. The fact that Ireland was still a very desirable 
place seemed to be borne out by the visits of thousands of 
tourists. Some of them, indeed, came with an eye to business. 
So let them use all their efforts to make 1947 at least a little 
better than 1946. 

Mr. Sean Lemass, Minister for Industry and Commerce, 
responding to the toast, said that Eire was facing a period of 
acute difficulty. He thought, however, that by autumn 
general world conditions would have improved considerably. 
They needed increased production and consumers’ goods 
to increase industrial and commercial activity and employ- 
ment; to arrest and reverse the trend of emigration; to 
offset the rapidly increasing supply of purchasing power and 
check the dangerous inflationary tendency which it might 
create. Stressing the need for developing Eire’s export 
trade, Mr. Lemass went on to say that in balancing national 
needs and interests, they might yet, like Great Britain, have 
to restrict their consumption of some of their own products 
to make them available for export to obtain supplies of other 
goods of which they were in greater need. Even when the 
present period of acute difficulty had passed, export trade 
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would still be essential to their development. Efficiency and 
work were the two key essentials. 

Mr. R. F. Browne, Chairman, Electricity Supply Board, 
proposing the toast, “‘The Society of Incorporated Ac- 
countants and Auditors,’’ said that the high reputation of 
the Society was so firmly established that any words of his 
seemed superfluous. In Eire the name of the Society was 
synonymous with the name of “‘ Walkey,’’ whether it were 
the uncle or the nephew. And the nephew—their worthy 
Chairman—was on very safe ground in following upon the 
path of his uncle, Mr. A. H. Walkey, who was a very dis- 
tinguished member of the profession. Accountants had to 
be precise thinkers and good psychologists. The modern 
imposts of taxation kept their members fully occupied, and 
he assumed gainfully. Their function seemed to be to 
ensure that the hard-pressed taxpayer kept neither too little, 
nor too much. (Laughter.) They heard a lot to-day about 
the progress of science, all of which seemed to demonstrate 
that the development of human intelligence had been out- 
paced; that the machine was _ beginning to run the man, 
and that they were becoming mere cogs in the wheel of this 
so-called progress. That was a problem he would like the 
accountants with their precise minds to think about in the 
future. 

Mr. Fred Woolley, President, Society of Incorporated 
Accountants and Auditors, responding, said he was not 
surprised to hear that the name of Walkey was so intimatel y 
associated in Ireland with the Society. The President’s 
uncle, Mr. A. H. Walkey, was one of the most honoured 
members of the Council, and the Irish Branch was an 
important link in the chain which made up the Society. He 
was glad to learn of the good work it was doing for its members, 
and particularly for the young people coming into the pro- 
fession. The scheme of joint university and professional 
education now established in Great Britain would ensure 
high standards would be not only main- 
tained but enhanced. He realised it was not practicable for 
every student to avail himself of the scheme, but there were 
already 100 entrants. This made the idea a success and very 
well worth while. 

There was no reason why the profession should not gather 
strength from the specialised knowledge and experience of 
men who chose to spend their careers in industry. In further- 
ance of this idea a member drawn from industry had recently 
been appointed to the Council, and he was sure that step 
would meet with general approval. Of course the backbone 
of ooee y pr rofession, and of the accountancy profession no less 

ers, lay amongst the practising members. 

on the changes taking place to-day the impression seemed 
to be that the smaller businesses would be snowed under by 
the larger undertakings, but in his view they had a long way 


to go before the smaller businesses would be extinguished. 


It was u cs a them to prove their efficiency, and establish a 
commanding place in the economy of their various countries 
which would make their position secure. There were some 
types of concerns which must of necessity be of a large 
character, but the need still existed for the smaller 
where human endeavour, individual enterprise and speci 
knowledge remained at a premium. He wished to thank all 
present for the kindly and generous way in which they had 
received the toast. (Applause.) 

Mr. R. L. Reid, F.S.A.A., Hon. Treasurer of the Society 
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of In ted Accountants in Ireland, ing the toast 
of ‘‘ Our Guests,’’ said he wished to extend to all their guests 
a hearty ‘‘ Cead Mile Failte ’’ (hundred thousand welcomes). 
Mr. Henry St. J. Blake, President of the Incorporated Law 
Society, responding, said he thought such functions as this 
served an excellent purpose in that they brought members of 
the different professions together and enabled them to 
exchange views. No prudent business man to-day could 
afford to be without the services of a good accountant to keep 
him right. When the business man went wrong that was 
where his own profession of the law came in. (Laughter.) 
Mr. A. J. Broughton, Vice-President, Dublin Chamber of 
Commerce, also responding, said the Minister for Industry 
and Commerce in his speech that night was a realist, even 
though a little pessimistic. It was up to everybody in the 
country to act on the Minister’s advice by putting his shoulder 
to the wheel and doing everything possible to increase pro- 
duction. In this work the accountants with their actuarial 
and mathematical minds could do a great deal to assist the 
leaders of industry and commerce. In his own Chamber of 
Commerce members of the accountancy profession were 
guiding stars because they gave so much and knew so much. 


Dinner at Belfast 


The first annual dinner since 1939 of the Incorporated 
Accountants’ Belfast and District Society was held in the 
Grand Central Hotel, Belfast, on January 31. Mr. J. S. 
Lewis, F.S.A.A., President of the District Society, presided. 

Mr. Lewis proposed “‘ His Excellency the Governor and 
Prosperity to Northern Ireland.’’ In reference to taxation, 
he said that no one knew better than the accountant the 
strain felt by individuals and firms. The Chancellor of the 
Exchequer had given a certain amount of relief in his last 
Budget, and they hoped for further concessions in the next 
one. (Hear, hear.) They in Northern Ireland were proud 
of the part they had played in the war. Unfortunately, in 
the air raids on Belfast, the loss of life had been considerable 
and great damage had been done. The offices and library 
of the District Society had been completely destroyed, and 
so far they had been unable to obtain suitable offices. 

Great changes had taken place in Northern Ireland since 
their last dinner. Earl Granville had succeeded the Duke of 
Abercorn as Governor, and Alderman Neill had succeeded 
Sir Crawford McCullagh as Lord Mayor of Belfast. Sir 
Crawford would be remembered for the lavish hospitality 
which he had extended to them on the occasion of their 
Conference in Belfast in 1937. 

They were honoured on this occasion by the presence of 
the Minister of Finance, Major Sinclair. The Society’s 
President, Mr. Woolley, had come over from London in very 
inclement weather. During his term as President, he had 
put in a tremendous amount of hard work. They were 
fortunate in having a man of courage and vision at the head 
of the Society at the present time. The President was 
accompanied by the Secretary, Mr. Garrett, who had been 
with them in the past and whom they hoped to see on future 
occasions. 


Ulster’s staple industries—agriculture, shipbuilding and 


linen—were particularly susceptible to world conditions. 
The Government recognised this factor, and had met with 
considerable success in attracting new industries. A number 
of well-known firms—some with world-famous names—had 
come to Ulster and opened factories. They hoped that 
further industries would be established, which would give 
considerable employment. 

The Acting Prime Minister and Minister of Finance, 
Major J. M. Sinclair, responding, said the question was 
sometimes asked whether the United Kingdom could afford 
to spend so much money on social betterment. The answer 
was that they could not unless their attitude to life changed 
considerably. People of all kinds used to ask, “‘ What can 
I do for the community ?’’ To-day the attitude among a 
large number of people was, ‘‘ What is the most I can get 
the community to do for me ?’’ Those who spoke most about 
State control and the growth of bureaucracy did not seem 
to be able to achieve anything without invoking the aid of a 
Government grant. 

The Government in Great Britain had stressed the need for 
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greater uctivity and for increased exports. They now 
had a i market, but it would not last for ever. These 
countries which were now so anxious to buy their goods 
would in due course begin producing their own, and Britain 
would have to compete with them, not only in price but in 
quality. In addition to that, in the United States the price 
of foodstuffs had gone up by 50 per cent., which meant that 
more exports would be required to pay for the same quantity 
of imports, or else it would mean the “ running down ’’ more 
rapidly of the American loan. 

They were trying in Northern Ireland to encourage the 
mechanisation of agriculture and the growth of the food 
processing industry, so that they could help in increasing 
exports and home food production. Given the co-operation 
of every section of the community, he believed in the recovery 
of the United Kingdom, and he was satisfied that Northern 
Ireland could play a very valuable part. 

The Belfast Recorder, His Honour Judge Fox, proposed 
the toast of the Society of Incorporated Accountants and 
Auditors. He said that the Society had been in existence for 
more than 60 years, and had a membership of almost 8,000. 
It was a worldwide organisation, with branches in Australia, 
Canada, South Africa, Ireland, and even Scotland. (Laughter.) 
There was a growing demand for the services of its members. 
It was now apparent that no business worthy of the name 
could be carried on without the expert assistance of a qualified 
accountant, not only in the compilation and auditing of 
accounts, but in tendering advice on important matters 
arising in the course of business. The profession of account- 
ancy demanded a high standard of honour and integrity. 

Mr. F. Woolley, J.P., F.S.A.A., President of the Society of 
Incorporated Accountants and Auditors, responded, paying 
that he was delighted to be with the members of the ast 
Society, and to have the ineffable pleasure of listening to 
Irish oratory. 

He recalled the Society’s Conference in Belfast in 1937, 
when they had been entertained right royally by the then 
Lord Mayor, Sir Crawford McCullagh. 

A Companies Bill was now before Parliament, and with the 
main of that Bill they were in complete agreement. 
But in dealing with private companies, some distinction 
should be drawn between a subsidiary company and what 
was generally known as a “ family ’’ private company. 

In adapting themselves to post-war conditions, they must 
always keep in mind those basic principles which bad been 
the foundation of their Society from the first. The refresher 
courses held at Oxford and Cambridge for ex-service members 
were highly appreciated. Some concessions had been given 
to those examination candidates whose careers had been so 
seriously interrupted. The standard ultimately required 
was not lowered, and he was glad to say that that policy was 
working well. They could not expect the same proportion of 

, and the numbers were below the average in both the 
Sitenmnatiate and Final Examinations. They were satisfied, 
however, from a study of the papers that the concessions made 
were fair. They did not go too far, but did = far enough, 
and they would be continued as long as they might be 


necessary. 
Another matter which had been engaging attention was 
the co-ordination of the profession. In these days it was not 


an easy matter to get a Bill adopted by the Government, 
with such a heavy programme on its hands. But the pros- 
pects now were at least as good as they ever were. 

Mr. Harry Andison, F.S.A.A., Vice-President of the 
District Society, proposed the toast of the City of Belfast, 
and, mentioning the proposed extension of the city boundary, 
said that the business community were interested in the 
increase in rates which it would entail. 

The Lord Mayor (Alderman W. F. Neill, M.P.) replied, and 
said that the last extension of the city’s boundary had been 


‘in 1896, ee oe being only 250,000 in 1891. The 
a 


people of st needed air and space, while people living 
adjacent to Belfast needed the services of the city. 

e rural authorities complained that they would lose a 
large rateable value. But that rateable value had been 
created by the business community and the workers of 
Belfast. The Belfast Corporation had a responsibility to 
provide housing, and to discharge it they must have an 
extension of the boundary. They were now building only on 
ground which had been passed over by builders as un- 
economic. 
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Alderman Neill said that the Government at Westminster 
was friendly disposed towards Northern Ireland as a result 
of the work which they had done during the war. 

The toast, ‘‘ Our Guests,’’ was honoured on the proposition 
of Mr. William Keith, F.S.A.A., with replies by Major 
Christie, the Mayor of Coleraine, and Mr. R. M. Sayers, 
Managing Editor of the Belfast Telegraph. 


DISTRICT SOCIETIES AND 
BRANCHES 


SCOTTISH BRANCH 

A meeting of the Council of the Scottish Institute of 
Accountants, the Scottish Branch of the Society, was held in 
Glasgow on January 30. Mr. D. R. Matheson, M.A., LL.B., 
presided. 

The deaths of Mr. W. J. Wood, Perth, and of Mr. James 
T. Morrison were reported and the Council placed on record 
their appreciation of the work done by both as members of 
the Scottish Council over a long period of years. 

The Secretary, Mr. James Paterson, reported that since 
the last meeting he had dealt with a large number of appli- 
cations and enquiries from candidates returned from H.M. 
Forces. The Chairman reported on several matters arising 
out of the new Companies Bill. The Annual Meeting was 
fixed for March 19. 

GLASGOW STUDENTS’ SOCIETY 

A meeting of the Glasgow Students’ Society was held on 
February 18. Mr. Robert Fraser, F.S.A.A., presided over a 
very good attendance. Mr. James A. Scott, O.B.E., F.S.A.A., 
Town Chamberlain, Kilmarnock, gave an exhaustive and 
interesting address on ‘‘ The Structure of Local Government.”’ 
Mr. Scott traced the various functions of a Scottish burgh, 
the rules relating to taxation and expenditure under local 
and general Acts of Parliament, and the audit under the 
Scottish Office. At the close of the lecture a number of 
questions were answered by Mr. Scott. 

SOUTH WALES AND MONMOUTHSHIRE 
Cardiff and Newport Students’ Societies 

A meeting held at Newport on January 29 took the form 
of a Students’ Quiz—Newport v. Cardiff. The innovation 
proved a great success and was thoroughly enjoyed by all 
present. The winners were the Cardiff students, who, how- 
ever, were assisted by several Newport members. 


PERSONAL NOTES 


It was recently announced that Major George C. Wilkinson 
(Middlesbrough), who is a member of the Society, has been 
awarded the Military Cross in recognition of gallant and 
distinguished services while engaged in special operations in 
South-East Asia. 

Messrs. Horace Rhodes & Co., Royal Insurance Chambers, 
Central Street, Halifax, announce that they have acquired 
the practice of Messrs. Cresswell Crabtree & Sons, 12, Market 
Street, Hebden Bridge, Yorkshire, as from January 1, 1947. 

The annual staff dinner of Messrs. Simpson, Wreford and 
Co., Incorporated Accountants, London, was held on 
January 10 at the Holborn Restaurant, particularly to 
welcome back the members who had returned from the 
Forces. The party afterwards proceeded to the Palladium. 
The resumption of this annual meeting, which had been 
discontinued since 1939, was much appreciated. 

Messrs. T. Harold Platts & Co., Incorporated Accountants, 
126, Colmore Row, Birmingham, 3, announce that they have 
admitted into partnership Mr. W. T. Gay, A.S.A.A., and 
Mr. J. R. Child, A.S.A.A. The firm’s name will be 
unchanged. 

Mr. Frank Harper and Mr. Charles E. Harper announce 
that the partnership existing between them under the firm 
name of Harper & Broom, Incorporated Accountants, has 
been dissolved by mutual consent. Mr. Frank Harper has 
been joined in nership by Mr. John Edward Broom, the 
son of the late Mr. E. E. Broom, and they are now practising 
from 3-4, Clements Inn, Strand, London, W.C.2, under the 
firm name of Harper & Broom, Incorporated Accountants. 
Mr. Charles E. will also continue in practice from 
3-4, Clements Inn, under his own name and on his own 
account, assisted by Mr. Horace C. Dawson, Incorporated 
Accountant. 
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Messrs. W. H. Payne & Co., I ted Accountants, 7, 
Victoria Street, London, S.W.1, have pleasure in announcing 
that they have taken into partnership as from March 1, 
1947, Mr. W. J. Braine, Incorporated Accountant, and Mr. 
O. B. Gatward, Incorporated Accountant, who have been 
on their staff for many years. The style of the firm will 
remain unchanged. 

Mr. Arthur L. Blower, F.C.A., has entered into partnership 
with Mr. B. F. Princep, F.C.I.S., Mr. A. Beedle, B.Com., 
A.S.A.A., and Mr. John L. Burden, A.C.A., under the style 
of Pearson, Blower & Co., at 4, Princess Street, Woiver- 
hampton. Mr. Arthur L. Blower will continue to practise 
on his own account as Pearson & Co., Chartered Accountants, 
at the same address. 

Mr. George C. Wilkinson, Incorporated Accountant, is 
now in practice under his own name at 40, Albert Road, 
Middlesbrough, the practice having been commenced in 
June, 1946. 

Mr. John H. Timings, Incorporated Accountant, has 
commenced public practice at County Chambers, Corporation 
Street, Birmingham. 

The firm of Gibson, Hyslop & Co., Incorporatéd 
Accountants, 404-8, Reserve Bank Chambers, Wale Street, 
Cape Town, announce that the firm name has been changed 
to Gibson, Hyslop & Winearls. 


REMOVAL 


Mr. E. C. Milner, Incorporated Accountant, has removed 
his offices to Horton Chambers, 26, Horton Street, Halifax. 


OBITUARY 
DAVID JOHNSTONE SMITH 

Mr. David Johnstone Smith, C.A., LL.D. who gave 
£20,000 to Glasgow University to found a Chair of 
Accountancy in 1925, died on February 8 at the age of 88. 
Mr. Johnstone Smith commenced practice in Glasgow in 
1881, and along with Mr. Andrew Williamson carried on a 
large accountancy practice in Glasgow and London. He 
was District Secretary and local Director of the National 
Telephone Company from 1881 to 1911, when the Post 
Office took over that company. He had large business 
interests, including a directorship of the Commercial Bank of 
Scotland. 


The London Chamber of Commerce offers senior 
travelling scholarships and junior scholarships from 
the Charles R. E. Bell Fund. Senior scholarships, of 
the value of £30 per month for a period not exceeding 
six months, will be awarded to male candidates between 
the ages of 18 and 25 years for study or investigation of 
an approved subject abroad. Awards will be based on 
the results of the Chamber’s Higher Group Diploma 
examinations. 

Two junior scholarships, each of £60 for one year, 
will be awarded annually, on the results of the School 
Certificate of Commercial Education, to male or female 
candidates aged 16 to 23. The scholarship period must 
be spent in full-time study of commercial subjects at an 
approved institution or under articles or apprenticeship. 

Candidates for both travelling and junior scholarships 
must be natural-born British subjects and must intend 
to follow a commercial career. 


APPOINTMENT VACANT 


CROWN AGENTS FOR THE COLONIES 
Applications from qualified candidates are invited for the 


post : 

SSISTANT TREASURER required by the Government of 
eae Se the oe 9 Department for one tour of 3 to - 
years, with prospect of permanency. a i 

qualifications, experience and war service in the scale $325, 

to $775 a month ($=2s. 4d.). A cost-of-living allowance is likely 

to be introduced in the near future. Outfit allowance, 460 Free 
assage and quarters. Candidates, not over 35 years of age, must 

eS experienced accountants with recognised accountancy qualifica- 

ner gg Aye once by letter, stating age, whether married or 

single, and particulars of qualifications and experience and 


mentioning this paper, to the CRown AGENTS FOR THE COLON 
4, ~~ London, S.W.1, quoting M/N/17662 on both letter an 
envelope. 
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